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LETTER OF TRANSMITTAL 





Unrrep Srates SENATE, 
CoMMITTEE ON INTERIOR AND INsULAR AFFAIRS, 
CoMMITTEE ON Pustic Works, 
February 13, 1957. 
To Members of Committes on Interior and Insular Affairs, and 
Public Works: 

Under dates of January 4, 1957, and January 24, 1957, we forwarded 
to you committee prints of comments and recommendations, and cer- 
tain studies relative to Senate Resolution 281, 84th Congress. That 
material had been received from the Comptroller General, agencies 
of the executive branch, State and local governmental agencies, and 
nongovernmental organizations and individuals. 

In order to afford opportunity for further expression of views after 
study of the material in the two committee prints, a staff conference 
was held on February 4, 1957. Participating in the conference were 
liaison staff representatives of the interested committees of the Senate 
and the House of Representatives, and members of the staffs of indi- 
vidual Senators. Participating also were representatives of the 
Comptroller General, agencies of the executive branch, State and 
local governmental agencies, and nongovernmental organizations. 

A record of the staff conference and material subsequently sub- 
mitted is appended. 

James EK. Murray, 
Chairman, Committee on Interior and Insular Affairs. 
Dennis CHavez, 
Chairman, Committee on Public Works. 
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CONSERVATION AND DEVELOPMENT OF 
WATER RESOURCES 


MONDAY, FEBRUARY 4, 1957 


Unirep States SENATE, 
CoMMITTEEF ON INTERIOR AND [ysuLaR AFFAIRS, 
AND THE COMMITTEE ON Pusiic Works, 
Washington, D. C. 


The staff conference convened at 2 p. m., pursuant to notice, Good- 
rich W. Lineweaver, committee assistant, Committee on Interior 
and Insular Affairs, presiding. 

Mr. Linewraver. Gentlemen, we might as well go forward. 

This conference was called at the direction of the chairmen of the 
two committees, the Interior and Insular Affairs, and Public Works 
for a staff discussion of the mandate that is contained in section 6 of 
the Senate Resolution 281. I will not read the entire resolution, which 
will be incorporated into the record, but I will read section 6, which 
sets the groundwork for this conference: 


Sec. 6. That the Committee on Interior and Insular Affairs 
and the Committee on Public Works be, and they hereby are, 
directed jointly to study, in consultation with other appro- 
priate committees and executive agencies, and to design and 
to formalize a comprehensive and particularized sets of stand- 
ards and overall criteria for the evaluation of all proposed 
projects for the conservation and development of land and 
water resources, including attention to the several specific 
factors recognized in section 4 of this resolution, all to the 
end that the Congress shall fully exercise its constitutional 
powers, as reflected throughout the text of this resolution. 
‘The Committee on Interior and Insular Affairs and the Com- 
mittee on Public Works are hereby directed to submit to the 
Senate, as early as practicable during the first session of the 
Kighty-fifth Congress, a detailed report with respect to their 
implementation of this section. 


The chairmen were pleased at the responses of Federal, State, and 
other agencies, and of individuals interested in the problem of bring- 
ing about an orderly procedure for the submission of material to the 
Congress, relating to water conservation and development projects. 
While the widespread interest in this subject had been anticipated, the 
substantial response to the invitation to submit material on the subject 
illustrated a deep feeling that there was need for laying down ground 
rules which would result in an improvement in the character of ma- 
terial submitted by the executive agencies for the information and 
guidance of congressional committees. 
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The chairmen of the two committees directed the staff to advise all 
concerned that they recognize the separation of powers under the Con- 
stituion and have instructed the staff to adhere to strict observance of 
this fundamental principle. At the same time, the chairmen and mem- 
bers of the committees have expressed themselves as desiring full dis- 
closures as to the result of investigations of water projects which have 
been authorized by the Congress and for which appropriations have 
been made. Suggestions that a screening process, somewhere in the 
executive branch, by which Congress would be given only such in- 
formation on projects as might be determined by somebody in the 
executive agencies does not set too well with the congressional com- 
mittees. The responses to the invitation to submit suggestions, as I 
have indicated, were extensive and covered practically every field that 
was related to the objectives of Senate Resolution 281. It was par- 
ticularly interesting to the chairmen of the committees that the execu- 
tive agencies responding suggested that the Congress lay down by law 
the type of material it desired in connection with the consideration of 
any project. 

Senate Resolution 281 is a bipartisan and nonpolitical effort to lay 
the groundwork for procedures, that will give the Congress full 
information with respect to each water project for which investiga- 
tion funds have been appropriated, untrammeled by considerations 
of policy which have been or may be developed in the executive branch 
of the Government. There is no point here in elaborating on the his- 
tory of Budget Circular A-47 or its proposed modification as sub- 
mitted to the House Interior Committee and printed in its hearings 
held on March 15 and 30, 1955. 

We all know that A-47 was promulgated under the Truman admin- 
istration and, good or bad, it has been and is being used under the 
Eisenhower administration. For practical purposes, so far as the 
working agencies are concerned, it has been implemented by agency 
procedures and general specific instructions. 

In the absence of any action by either branch of Congress or even 
by committees concerned, except sporadically, the executive arm has 
been justified in assuming it had a green light to proceed under A-47. 
— is assumed since its proposed modification has not been put into 
eifect. 

Let it be fully understood that there is and has been no suggestion 
that Senate Resolution 281 should be a move to impinge on the func- 
tions of the executive arm to recommend whatever it finds desirable 
or to tell the agencies how to prepare their supporting data. The 
point is that, except in the rarest instances, an agency will prepare 
its report in accordance with the ground rules laid down by higher 
authority. Most of us here who have worked on the other side of the 
street know how the wheels go ’round and why, but that is beside the 
point at this time. 

The congressional committees have little justification for complaint 
if it is not made clear that they desire full disclosures of various 
recognized methods of computing benefits, allocating costs, and alter- 
native approaches all along the line are not laid down. Without this 
information, the feeling has been expressed that the congressional 
action is little more than a rubberstamp process. 
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Another consideration in this connection is the continued delay in 
sending up legislative recommendations to implement the proposals 
of the President’s Water Policy Committee. Several proposals in 
that report are germane to the Senate Resolution 281 stiads , especially 
that dealing with the water resources coordinator. 

The chairmen of the two committees to which the Senate has referred 
Senate Resolution 281 have instructed their respective staffs to expe- 
dite a program for joint consideration. They have been pleased at 
the cooperation of all concerned, as revealed by the responses in the 
committee print of January 4, 1957, which was so much in demand 
that we had to have a rerun. ' 

The staffs of both committees have been instructed by their respec- 
tive chairmen to review the suggestions that were contained in the com- 
mittee print dated January 4, and to which we now have a supplement, 
Committee Print No. 2, dated January 24, 1957. Copies of that are 
available here, 

I assume that you folks will address your comments this afternoon 
to the suggestions contained in the committee print of January 4. 
The Committee Print No. 2 is made up of responses by the Corps of 
Engineers and the Bureau of Reclamation to requests for detail on 
the application of the several methods of cost allocations that have 
been made by the Bureau of Reclamation and by the Corps. In other 
words, we requested the Bureau and the Corps to use each of the 
methods and apply them to certain specific projects, which made quite 
a job for them and which was delayed too late to get it into the Janu- 
ary 4 committee print. 

We are going to send copies for the information of all concerned, 
copies of Committee Print No. 2, so that everybody may be informed 
as to the application of these several formulas to specific projects. I 
think you will find they are very interesting and informative as to 
what would have happened to specific projects where any one of these 
formula applied. 

After this discussion, and probably others, if necessary, the com- 
mittee will probably hold formal hearings or will introduce a resolu- 
tion which will be the vehicle for the formal hearings. 

The chairmen have not decided how they want to proceed on that. 

But we do hope that this group here this afternoon will confine 
themselves to constructive suggestions with respect to the section 6 
of Senate Resolution 281, so that we may have the benefit of the views 
of everybody concerned here, and pass them on to the Senators for 
such consideration as they may feel is desirable or necessary. 

I do not think it is necessary to go into the history of Senate Reso- 
lution 281 or the various conditions that brought it about. Suffice to 
say that nearly everybody concerned has been awaiting the legislation 
that the President referred to in his economic report last year and in 
his message transmitting the report of the Cabinet Committee on 
Water Resources. 

More than a year has elapsed since that report was submitted and 
transmitted to the Congress, but the implementing legislation has 
not yet come up, so far as I know. I have made inquiries on several 
occasions, but there seems to be a lack of agreement downtown as to 
what the legislation should contain. What the disagreements are, we 
are not advised. 
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At this point, we will insert in the record the full text of Senate 
Resolution 281, 84th Congress, and immediately following that, 


a list of the participants in this conference. 


Senate Resolution 281 is as follows: 


RESOLUTION 


Whereas the Bureau of the Budget, on December 31, 1952, 
issued Circular Numbered A-47, prescribing standards, pro- 
cedures, and policies for the evaluation of proposed Federal! 
projects for land and water resources conservation and de- 
velopment; and 

Whereas the Bureau of the Budget, on November 29, 1954, 
proposed a revision of Circular Numbered A-47, the apph- 
vation of which would impose further restriction by the 
executive agencies on Federal participation in the conserva- 
tion and development of land and water resources, and on 
which hearings were held by the House Committee on In- 
terior and Insular Affairs March 15 and March 30, 1955; 
and 

Whereas on January 17, 1956, the President of the United 
States transmitted to the Congress the Report (House Docu- 
ment Numbered 315, Eighty-fourth Congress, second session ) 
of the Presidential Advisory Committee on Water Resources 
Policy, consisting of the Secretary of Defense, the Secre- 
tary of the Interior, and the Secretar y of Agriculture, desig- 
nated by the President May 26, 1954, with a recommenda- 
tion that “* * * the Congress give prompt attention to its 
proposals” ; and 

Whereas it is stated, at page 84 of the Economic Report 
of the President, transmitted to the Congress January 24, 
1956, that “in due course, legislative proposals will be sub- 
mitted to implement the recommendations” of the Presiden- 
tial Advisory Committee on Water Resources Policy, but no 
such proposals have yet been submitted to the Congress and 
instead it is indicated that the recommendations may be 
implemented by direct action of the executive agencies: and 

Whereas notwithstanding that the conditions recited in this 
resolution result by reason of policies or actions under more 
than one national administration and by more than one 
branch and department of the Federal Government, it is de- 
sirable that this Congress initiate proper corrective action: 
Now, therefore, be it 

Resolved, That it is the sense of the Senate that the stabili- 
zation of the national economy and the effectuation of the 
wisest, most orderly, and most economic utilization of the 
land and water resources of the Nation for the widest pos- 
sible public benefit require that the Congress continue to 
exercise all of its constitutional powers to encourage the con- 
servation and ees of such resources to establish 
national policy pertaining thereto, and that any nullification 
by the executive agencies of this long-established principle 
would constitute a usurpation of the legislative power. 
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Sec. 2. That land and water resources development should 
be planned in comprehensive bases and with a view to such an 
ultimately integrated operation of component segments as 
will insure the realization of an optimum degree of physical 
and economic efficiency. 

Sec. 3. That the number of Federal agencies, offices, and 
organizations having to do with the planning and review of 
projects for the conservation and development of land and 
water resources should be reduced, rather than increased, and 
that technical and administrative routing and review pro- 
cedures should be simplified and shortened in order to facili- 
tate and to accelerate the submittal of reports to the Congress 
in support of requests for the authorization of projects. 

Sec. 4. That reports to the Congress in support of requests 
for the authorization of projects for the conservation and 
development of land and water resources should include 
evaluations made in accordance with criteria prescribed by 
the Congress, and that they should fully disclose the details 
and results of all studies and analyses of all potential utiliza- 
tions, costs, allocations, payout, and benefits, both direct and 
indirect, made by all interested operating agencies. 

Src. 5. That the preservation of the constitutional prin- 
ciple of separation of powers requires that any departure by 
the executive agencies from the observance and employment 
of the policies, standards, procedures, and techniques reflected 
in and growing out of the ie governing the conservation and 
development of the land and water resources of the 
Nation be effected only arter approval by the Congress. 

Sec. 6. That the Committee on Interior and Insular Affairs 
and the Committee on Public Works be, and they hereby are, 
directed jointly to study, in consultation with other appro- 
priate committees and executive agencies, and to design and 
to formalize a comprehensive and particularized sets of stand- 
ards and overall criteria for the evaluation of all proposed 
projects for the conservation and development of land and 
water resources, including attention to the several specific 
factors recognized in section 4 of this resolution, all to the end 
that the Congress shall fully exercise its constitutional pow- 
ers, as reflected throughout the text of this resolution. The 
Committee on Interior and Insular Affairs and the Commit- 
tee on Public Works are hereby directed to submit to the Sen- 
ate, as early as practicable during the Ist session of the 85th 
Congress, a detailed report with respect to their implementa- 
tion of this section. 


Others present at the conference were: 


Elmer K. Nelson, Interior Committee of Senate, staff engineer 

R. R. MeGuire, staff assistant to Senator Watkins 

William E. Welsh, National Reclamation Association 

Dale Miller, Intracoastal Canal Association of Louisiana and Texas, 
Dallas, Tex., Chamber of Commerce 

John D. McCall, Brazos River Authority (Texas) 

M. B. Cunningham, past president, American Water Works, director, 
public works, Oklahoma City, Okla. 
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Dan McBride, assistant to Senator Kerr, Chairman, Subcommittee on 
Rivers, Harbors and Flood. Control 

John L. Mutz, Senate Public Works Committee 

Sidney L. McFarland, House Interior Committee 

T. M. Schad, Bureau of the Budget 

Matt Triggs, American Farm Bureau 

Jack Gerken, Senator Case, South Dakota 

E. - Eaton, consultant, Senate Committee on Interior and Insular 
Affairs 

a semaualn, Director, Civil Accounting and Auditing Division, 

David N, F. Lambert, Office of Legislative Liaison, GAO 

E. W. Muhonen, assistant director, Civil Accounting and Auditing 
Division, GAO 

H. C, Gee, consulting engineer, West Palm Beach, Fla. 

Kenneth Bousquet, Arlington, Va. 

M. L. Bosqueld, Committee on Appropriations 

L. N. Stevens, Department of the Interior 

C. C. Sheldon, Nebraska, member of Missouri River Committee 

James L. Grahl, American Public Power Association 

©. Emerson Duncan II, Colorado River Board of California 

Charles E. Munson, administrative assistant to Senator Barrett 

Ward Hower, administrative assistant to Senator Church 

Fred M. Betz, administrative assistant to Senator Carroll 

Warren Elliott, administrative assistant to Senator Allott 

J. A. O. Callaghan, legislative assistant to Senator O’Mahoney 

George M. Derby, Water Resources Association 

William J. Hull, Ohio Valley Improvement Association 

E. W. Rising, State Water Conservation Board of Montana 

William H. Webb, National River and Harbor Congress 

Lloyd Tapling, legislative assistant to Senator Neuberger 


Mr. Lineweaver. Mr. Mutz is here, as staff director of the Public 
Works Committee, and Mr. McBride, of Senator Kerr’s office, who 
has been interested in this proposition for some time. 

I would like to hear from Mr. Mutz. 

Mr. Joun L. Murz (the staff director, Senate Public Works Com- 
mittee). I suppose that if we read section 6 as it is, of course, it is 

yretty clear that the two committees have been instructed by the 
Sonata to proceed in setting up some standards that ought to be 
applied to reports. I think in carrying out Mr. Lineweaver’s thought 
a little bit farther the question is: No. 1, to what extent should we 
go in spelling out in detail the requirements, the items, that ought 
to be included in a report in detail ? 

Then, of course, we have this other matter that Mr. Lineweaver 
referred to, and that is the recommendations of the Presidential Ad- 
visory Committee on Water Resources. There are certain recom- 
mendations in that report. 

I had also heard that the agencies were considering, at least, draft- 
ing some legislation to implement some of the recommendations. I 
do not know the status of those. 

I see Mr. Shad here from the Bureau of the Budget. Maybe he can 
bring us up to date on that part of it. 

Mr. T. M. Swap (representing the Bureau of the Budget). My 


name is T. M. Shad, of the Bureau of the Budget. 
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Mr. Mutz, they are still working on the proposed legislation. I 
don’t know just exactly when it will be finished. 

Mr. Mvurz. What part of the recommendations do you suppose 
they are thinking of? Is it the organizational part of it that they 
are dealing with first, or are they thinking of a number of standards? 

Mr. Snap. I think the President’s recommendations went beyond 
that. I think there will be recommendations on all parts of it at some 
time, but I do not know when any of them will come up. I do not 
think it will all come up at once. Eventually I should think you could 
expect recommendations on both the organizational and the policy 
ends. Again, I do not know. 

Mr. Murz. Actually, we are, as I say, called on to develop some- 
thing here rather soon. As Mr. Lineweaver pointed out, we have been 
talking about this matter for over a year now. We are directly under 
the gun, that is, Mr. Lineweaver, myself and others here, to produce 
something. I think we should come up with a draft of the resolution, 
legislation, or whatever you choose to call it, for consideration by the 
appropriate committees, who will, of course, hold hearings on that. 

But for the purpose of this informal] discussion, I would like to hear 
some expressions from people as to how far they think we should go 
in specifying, in going into the details of specifications, for a report 
that is to be submitted by Congress. 

There are several points made in the comments from these organ- 
izations, from organizations interested in water resource develop- 
ment. Among them is the question of time, in getting your report 
to Congress, and the delays involved. I would like to hear some ex- 
pressions from people. 1 do not know who we should start with. 

Mr. Lineweaver. Let us start with John McCall. He is here from 
Texas. He can give us a statement. 

Mr. McBrinr (assistant to Senator Robert S. Kerr). What was the 
name of the State he represented ? 

Mr. Linewraver. Texas. 

Mr. Joun D. McCauu (representing the Brazos River Authority, 
an agency of the State of Texas). Iam John D. McCall. 

Mr. Linewraver. I wish if anyone speaks they would announce 
their name, position, and residence, so that the reporter can get, it. 

Mr. McCaut. My name is John D. McCall, and I do live in Dallas, 
Tex. My own notion is that the committees should take into con- 
sideration the suggestions which have been received not only from 
the departments and agencies of the Government, but also from the 
sources throughout the country which are interested in water and land 
development. 

Personally, if I were asked to specify, I would mention 1 item, and 
would rather emphasize 2 additional items. If time permits this 


afternoon, [ would like to do that. It will take a few minutes, but 
that is my notion. 


Mr. Lineweraver. Go ahead right now. 

Mr. McCatu. I am not sure whether I should take your time. It 
might take 10 minutes to expound on 2 of these items, and about 2 
minutes to mention another 1. If you think you have that much 
time, I will go ahead. ; 

Mr. Linewraver. We will recognize you for 10 minutes, then. 


Mr. McCa tt. I just happen to have some extemporaneous remarks 
that I have made. 
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My firm is frequently employed in connection with the financing 
of water supply projects. It has been employed for more than 20 
years as bond counsel for Brazos River Authority, an agency of the 
State of Texas. 

The authority has the obligation under State law of conserving 
the storm, flood, and unappropriated flow waters of the Brazos River 
watershed, situated in 65 counties. The author ity has a very definite 
interest in the criteria which will be evolved by your committees for 
determining the feasibility of projects to be constructed and owned 
by State agencies, which may obtain Federal participation to the 
extent of selling a part of their bonds to the Government. 

On July 6, 1956, I appeared as a witness before these committees 
in support of the adoption of Senate Resolution 281, and presented 
some observations designed to justify the adoption of the resolu- 
tion. 

Now I am interested in having the committees consider sub- 
stantially the same material in the actual preparation of the criteria 
and formulas which will be used as a general guide in determining 
the feasibility of all water conservation projects in which the Fed- 
eral Government. will participate. 

For the convenience of the committees, this statement is intended to 
bring forward the suggestions I made originally, updated so as to 
bring forward some needed revisions. 

Background of suggestions: 

During the 2d session of the 84th Congress bills were introduced, 
S. 2117 and H. R. 2819, authorizing the United States Government 
under specified conditions to purchase approximately one-third of 
an issue of bonds proposed by Brazos River Authority. The re- 
mainder of the issue would be sold on the investment market. The 
Government would not be authorized to purchase its one-third of the 
bonds until the other two-thirds had been sold by the authority. 

The authority would use the bond proceeds to build a multipurpose 
water conservation project, a considerable part of which to be de- 
voted to providing water for municipal and industrial uses but at. the 
outset the principal revenues to be derived from the sale of power at 
wholesale to private utility companies which, in turn, would dis- 
tribute and market the power. From time to time as water is needed 
for consumptive use, it will be withdrawn from power generation to 
the extent necessary, with the revenues from sale of water at such 
times to be substituted for power revenues. It is intended that the 
identical legislation will be reintroduced in the 85th Congress. 

Knowing that the Brazos legislation will be reintroduced and be- 
lieving that, similar legislation will be urged by other public and 
State agencies having like problems, it is believ ed that the resolution 
to be prepared by your two committees should establish and include 
criteria of feasibility which will implement the construction of such 
projects by States and State agencies at their own expense, in which 
Federal participation is limited to the purchase of a portion of the 
bonds issued to pay the cost of such construction. 

A general bill along those lines w + introduced 3 or 4 years ago by 
Congressman Wright, H. R. 3272. I didn’t know of that until a few 
minutes ago. 

Manifestly, the ability of the Government to purchase such securi- 
ties should not be rendered impossible or impracticable by the un- 
necessary extension of certain provisions of Budget Circular A-47 or 
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by application of certain provisions of the report of the Presidential 
Advisory Committe on Water Resources which have the effect of pro- 
hibiting Government cooperation in developing projects for municipal 
and industrial water. Specific suggestions are made in subsequent 
numbered paragraphs: 

1. It is believed that the authors of the Presidential Advisory Com- 
mittee report intended that the Government extend its full coopera- 
tion in the development by State agencies of municipal and industrial 
water supply projects, because the absolute necessity of constructing 
and encouraging such projects is emphasized throughout the report. 
However, on the last page of the report a paragraph has been inserted, 
possibly inadvertently, which has the effect of rendering nugatory all 
preceding declarations of the emergency importance of such projects 
and of the Government’s willingness to extend aid thereto. For 
convenience, the paragraph is copied with the last sentence being 
italicized for canal 

The Federal Government should, to the extent necessary 
and appropriate, make or guarantee loans, under reasonable 
regulations, and with adequate security to States or local 
political subdivisions to construct water resources projects. 
However, no loans or guaranties should be made to cover 
costs of developing projects or portions thereof for power or 
municipal and industrial water, since, if these are economi- 
cally sound, they may be readily financed otherwise. 


When the “however” sentence just quoted was written or inserted, 
it is believed that the President’s committee must have overlooked these 
factors: (1) The urgency of providing water supply for municipal 
and industrial purposes as emphasized on pages 1, 2, and 5 of the re- 
port; (2) the fact that if such water supply 1s to be effective in meet- 
ing the well recognized present shortages and the redoubled shortage 
which will accumulate gradually by 1975, report page 5, such water 
must be provided in advance of and in anticipation of such growing 
municipal and industrial needs; and (3) the fact that while under 
Government standards, recognized and accepted by the report, a proj- 
ect would be considered economically sound and feasible if the reve- 
nues to be received from immediate use plus revenues which will be 
realized from increased use will, during the term of 50 years, pay oper- 
ation and maintenance costs and repay the cost of the project plus in- 
terest, nevertheless the bonds to finance such a project still would not 
be salable on the general market unless there is such assured use of 
the water as would provide income at the time of the sale of the bonds 
sufficient to pay operation and maintenance expenses, and approxi- 
mately one and one-half times the amount of maturing principal and 
interest. 

In other words, for the bonds to be salable in addition to being eco- 
nomically sound and feasible, the revenues immediately available must 
assure approximately 50 percent coverage as a margin of safety. The 
concurrence of all of these disregarded factors furnishes compelling 
evidence that Government loans and guaranties should be made avail- 
able to economically sound or feasible projects to provide municipal 
and industrial water if they cannot be readily financed otherwise. 

The whole report, except for the “however” clause, emphasizes the 
urgency of providing industrial and municipal water and leads the 
reader to believe that the report will contain a definite recommendation 
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that the Government cooperate in financing such projects. The reader 
is not disillusioned until he is almost through reading the last page. 

By applying the principles announced in the “however” clause, it 
would be impossible, under any circumstances, for the Government to 
aid a project to serve principally municipal and industrial purposes. 
Because, if the project were not feasible or not economically sound, 
the Government would be prohibited by law and by all of the rules 
of economics from participating. And this quoted sentence provides 
that if the project is economically sound, the Government should not 
participate because its bonds should be salable readily elsewhere. 

The committees are reminded that if a Government-constructed 
project will pay out during the term of the bond issue, it is econom- 
ically sound and it is feasible under Government rules. But a State 
agency cannot sell its bonds on the market unless the project is one and 
one-half times economically sound and feasible. It 1s within the area 
between “feasibility” and “marketability” that I think the Govern- 
ment should exercise its cooperation either through guaranties or 
through the purchase of bonds. The Government may be assured that 
if the project is not only feasible but has the required margin of safety, 
no public agency would ever ask the Government for help, since its 
bonds would be readily salable on the markets in the country. 

The President’s Advisory Committee report gains and deserves the 
sympathy of everyone who might be interested in averting the water- 
shortage tragedies, some now present and others to befall this country 
by 1975, as ably set out in the report, unless additional water is pro- 
vided for our industrial and thickly populated areas; but in the next 
to the closing paragraph, when the reader least anticipates it, he 
feels the rug jerked out from under his project. 

I made the observation to these committees in my July 6, 1956, 
statement that I believed at that time that the Bureau of the Budget 
was using as a guide for the appraisal of non-Federal projects the 
ground rules established by the Presidential Advisory Committee re- 
port, including the application of the however clause. Obviously, the 
application of that sentence in the report would render impossible 
any cooperation by the Government in the purchase of bonds offered 
by a public agency. I am hopeful that since the intervention of 
Senate Resolution 281 that provision of the report is not being applied, 
but have no information on the subject. It is noted that in your 
memorandum of January 4, 1957, several of the departments and inde- 
pendent agencies of the Government have announced PpEnOyN of the 
President’s Advisory Committee report and I do not believe any of 
them have recommended exception of the sentence to which I have 
alluded. I hope the draft of the criteria which you are preparing 
will take cognizance of the recommendation made in this statement 
as to that point. 

So long as the “however” clause is the rule of appraisal of State- 
owned projects, the only source of Government cooperation will be 
through dam and reservoirs to be constructed and owned by the Gov- 
ernment. But, frequently a municipality or State agency needs a 
reservoir at a point where the Government has no need of building it. 
Then there can be no cooperation despite the great need reflected in 
the report. 

But assuming a properly located Government-owned dam, the muni- 
cipality or State agency can buy the right to storage, 50-year lease 
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presently, by contracting to repay substantially its cost over a period 
of 50 years plus interest. Such obligation as presently being written 
bears 214 percent interest on the unpaid balance. Ability to make 
such a contract proves “feasibility” of that part of the project insofar 
as Government standards are concerned. ‘This is an excellent service 
of the Government. It should be encouraged. 

But by the same token the Government should not be blocked from 
buying bonds of a municipality or a State agency which would finance 
and own its project, if the project is 100 percent feasible by the same 
standards and if the bonds cannot be sold at the time on the open 
market. By such purchase procedures the Government would become 
an investor, holding the bonds at interest during the incubation period, 
and would resell the bonds as soon as they become marketable, as in 
the case of public agency bonds bought by the RFC or as indicated by 
the report, perhaps Congress could set up an alternative procedure 
of guaranties as to bonds to be issued and sold on the market by such 
public agencies, perhaps making a premium charge for the guaranty. 

2. The taxes-forgone formula should not be applied to State-owned 
projects where the Government’s participation consists only to pur- 
chase bonds. 

If I have interpreted correctly the applicable provisions of Budget. 
Circular A-47 of December 1952, and the tentative amendment of 
1954, taxes lost to the State and Federal Government must be taken 
into consideration in determining feasibility only as to projects con- 
structed and owned by the Federal Government. It is assumed that 
such requirement was inserted originally because the power developed 
at a Government dam might be sold to a cooperative organization or 
to some other nontaxpaying entity and by it distributed and sold as a 
tax-exempt transaction, without tax liability either to local taxing 
units or to the Federal Government. The application of the formula 
is made as to all Federal projects. 

But the Presidential Advisory Committee report, page 26, would 
extend the application of the formula also to State-owned projects, 
in determining the feasibility of such projects. The report does not 
recommend taking into consideration as primary benefits the great 
economic advantages resulting from the project to the affected area 
as offsetting State and local tax losses, and it does not recommend any 
exception to the application of the taxes foregone by the Federal 
Government even in instances wherein the State agency owning the 
project will develop hydroelectric power and will wholesale it to 
utility companies which in turn will be fully liable for Federal income 
taxes. 

If it is to be the policy of the Congress to encourage the construc~ 
tion of large water-conservation projects by State agencies, thus 
obviating the now insistent call on the Government to construct them, 
and in instances wherein the Government’s liability would be limited 
to that of an investor in a part of the bonds of such projects, the 
feasibility requirements to be prescribed by these committees in the 
forthcoming resolution should encourage such construction rather 
than extend the application of road blocks which would prevent such 
construction. 

I feel that it would not be out of place to render the taxes foregone 
theory wholly inapplicable to projects thus constructed and financed 

88574—57——-3 
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by State agencies. Certainly there should be an exception where a 
water-conservation project would depend for its very existence on the 
sale of hydroelectric power, if that power is to be wholesaled to pri- 
vate utility companies which, in turn, will pay Federal income taxes. 
Surely the State should be capable of determining whether it can 
afford the economic impact of any loss of taxes to which the State and 
the local taxing units shall be subjected by virtue of the construction 
of the project. All States and all local entities are fully cognizant of 
the tremendous economic and actual tax advantages of the construc- 
tion of great water-conservation projects in the respective areas. — 

3. In evaluating the feasibility of a State-owned project to justify 
the purchase of its bonds by the Federal Government, it is believed 
that the criteria to be prescribed in the forthcoming resolution should 
give full effect to recreation values. For instance, in a single water- 
conservation project in Texas owned by the Government, Lake Whit- 
ney, the Chief of Engineers of the United States Army a few days 
ago published the fact that during the year 1956 over 3 million people 
utilized the recreation facilities of that lake. 

Some of the Government agencies have estimated officially that eco- 
nomic value of not less than $1 per visitor per day accrues to the imme- 
diate area of the lake. So not Jess than $3 million was realized last year 
at Whitney—something like 10 percent of the cost of the dam and res- 
ervoir, exclusive of hydro-electric facilities. 

4, As to State-owned and financed projects wherein the Govern- 
ment’s participation will be that of an investor in a part of the bonds, 
it is believed that all of the primary and secondary benefits resulting 
from the construction of the project were being constructed with Gov- 
ernment money. This would include consideration of the tremendous 
economic advantages which will result to an area and thus to the people 
of the United States in the increased Federal income and other taxes 
which will be paid because of resulting prosperity in the area affected. 
This would be especially necessary if for any reason the committees’ 
resolution should require application of the taxes foregone formula 
as to Federal taxes. 

I hope that the material which is being assembled by your commit- 
tees will reflect the intense interest of the people of the United States 
in procuring from the Congress a set of rules and regulations which 
will implement cooperation of the United States Government with 
local interests in the construction of water conservation projects. 

I thank you. 

Mr. Lineweaver. Thank you, Mr. McCall. 

I was a little bit intrigued by your observation that that paragraph 
might have gotten in there inadvertently. 

Mr. McCatt. Well, that is charitable, I will say. 

Mr. Chairman, there was another item that I would mention. I 
think that in any project where the local agencies have acquired from 
the Government the right to use water at a multipurpose dam, and in 
which the agency has paid or is paying the equivalent of the cost of 
the conservation facilities, that that right should be permanent and 
not just on the basis of a lease from the Government. 

The entire cost of it has been paid by that agency. We must take 
into consideration that when a State agency or a city builds pipelines, 
pumping facilities, that those cast iron pipelines last for three or four 
jiundred years, so far as we know—300, at least—and that the life of a 
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city is much longer than 50 years. Nearly every big city, even in the 
Southwest, and that is the newest part of the « country, is in its second 
hundred years now. I think it is important that your criteria reflect 
that provision. 

Mr. McBrivr. Mr. McCall, in other words, notwithstanding the 
fact that a municipality or a State or an entity thereof might be one 
of the parties to a contract with the Federal Government for a period 
of less than the useful life of the project, what you are saying to us is 
that that contract ought to be a renews able, renegotiated contract with 
the parties, with the identical parties, rather than a city or a State 
being faced with the probability that at the termination of their con- 
tract comebody else might come in and bid a higher price and take 
away that. which they have enjoyed over the contract period ? 

Mr. McCaut. That is correct. The big cities are faced now with 
the problem when big industries are moving in that they may have 
just 35 years on some of them left, whereas ‘they have paid the Gov- 
ernment the entire cost of that. They do not know for sure that they 
are going to have the right. The law should itself vest a permanent 
right, that is, as long as there is a useful purpose there. 

“Mr. McBrive. And you are not necessarily saying that the city or 
State should acquire title, but a right. 

Mr. McCatu. No; it is a right to use it. I don’t care anything 
about the title. 

Mr. Murz. The municipalities then, in your opinion, would not 
object to a utility-type contract, where they would never acquire title 
to the property, but just the right to the purchase of water? 

Mr. McCatu. It is substantially that, except they are not purchasing 
water. You see, the Government does not claim to own the water. 
You purchase the right to use it. From then on you just pay the 
M. and O. on it, the maintenance and operation, after you have paid 
out the entire cost of the Government. They would continue to pay 
something to the Government. 

Mr. Mutz. In that case, as far as the amount of money that the 
Government would have to collect each year, it would depend on the 
Federal investment and also on the economic life of the project. So 
that goes back to the point that you were making, that the economic 
life of the project may be greater than 50 years. Therefore the 
annual amount is really what you would be concerned with. 

Mr, McCatx. There are two ways, of course, in which these rights 
have been acquired and are being acquired. One of them is the munici- 
pality pays in advance the estimated cost of building that part of the, 
structure. The other is to pay that construction cost off, plus interest,” 
over a period of years. In both instances now the right terminates. 
You have some kind of right, which is recognized, to Tenegotiate for 
renewal, but anybody has that kind of a right, but it does not say you 
are going to get it. 

In other words, I think the right ought to be vested for the useful 
life, but the municipality would continue to pay its share of the main- 
tenance and operation even after the thing has paid off. 

Mr. R. R. McGuirr (staff assistant to, Senator Arthur Watkins). 
What kind of projects are you speaking of ? 

Mr. McCatxr. I speak of projects. that have been and are being 
constructed by the Corps of Engineers of the United States Army, 
multipurpose dams. 
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Mr. McGurmee. I knew that in Texas you could build projects both 
under reclamation and under the corps program. I wondered which 
kind of multipurpose projects you were speaking of. 

Mr. McCatt. [ think the legislation should cover all branches of 
the Government that build those kinds of dams. 

Mr. McGuire. The reason I bring that up is because you are 
undoubtedly aware, under the reclamation program the basic law 
provides for, first of all, for the using organizations to handle their 
own operation and maintenance; and secondly, for the Federal Gov- 
ernment turning those facilities over to the water-using organization 
at the end of the investment period. 

Mr. McCauu. For clarification, I speak principally of Army 
projects, of course. 

Mr. Lineweaver. I would like to get out of the way before we go 
into discussion of A-47, one other point. 

Mr. Rising, have you any additional material than what is on 
page 80 of the January 4, 1957, committee print ? 

Mr. E. W. Ristne (State Water Conservation Board of Montana). 
Mr. Hull has something on No. 3. 

Mr. Wii11am J. Hout (Ohio Valley Improvement Association), Mr. 
Chairman, I really had not expected to just volunteer anything in 
addition about that, unless the committee were particularly interested 
in discussing it. We were anxious to bring to the attention of the com- 
mittee our conviction that the imposition of waterway user charges 
would tend to have a very serious discouraging effect on water re- 
sources development generally. I should not think you would want 
time taken up with the facts and arguments on that issue now. 

But we did feel that it was appropriate for the committee to at least 
have our general viewpoint in mind that these charges, as have been rec- 
ommended in the Presidential Advisory Committee’s report, would, 
we think, have a very discouraging effect generally on water resources 
development. Since our concern was to make recommendations which 
would expedite and not discourage, we thought at least we might bring 
the matter to the attention of the committee. 

Mr. Lineweaver. Thank you, Mr. Hull. 

On that matter, how any change in the existing law with respect to 
the water-users charge would come up, I do not know anybody on the 
Hill that would volunteer the introduction of any legislation to that 
effect, or at least we have not heard of it so far. That would come up 
when and if the legislation to implement the Advisory Committee’s 
Bren’ did come up on the Hill. 

: r. Hutu. You are quite right, sir. 

Mr. Lineweaver. But I am glad to have your observation, anyhow. 

Mr. McGuire. Could I ask a question of Mr. Hull? 

Would your recommendation extend to the St. Lawrence project ? 

Mr. Hutu. No, sir. We consider that an entirely different kind of 
situation, as the House Public Works Committee pointed out at the 
time it recommended out the bill. 

Mr. Movz. I hate to put Mr. Shad on the spot—I don’t think I will, 
as he will not answer unless he wants to—but I am curious about 
these remarks that Mr. McCall made a while ago about the interpreta- 
tion of that section relating to local organizations constructing a proj- 
ect, if they are financially able to do it. 
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Have there been any discussions of that nature that you know of ? 

Mr. Suap. Obviously, everything in the report has been discussed, 
but I am not authorized to make any interpretation. 

Mr. Mutz. I mean with people who have gone down and discussed 
it. Of course, they have not had any legislation on that. 

Mr. Suap. We a discussed the provision with Mr. McCall, but 
the Budget Bureau has not taken any position on that paragraph. 

Mr. Muvz. There has not been any discussion on this taxes-forgone 
theory, as far as application to the States either, has there ? 

Mr. McCaux. Would you repeat your question ? 

Mr. Murtz. I say the other point you mentioned, this taxes-forgone 
theory that should not apply to State organizations, or property owned 
by State organizations, or in evaluating State projects, have you had a 
discussion with anyone about that problem ? 

Mr. McCa.u, Yes, I have, with the Army, when it was preparing 
the report on particular legislation. The Army people told me that 
they thought that they were compelled to apply the taxes-forgone 
theory to State projects because they had not had any warrant to the 
contrary, and the Presidential Advisory Report was before them, 
and A-47 was before them, A-47 did not only specifically to State- 
owned projects, but that was the only criterion they had on that point. 
So they did apply it, and then I got them to put an alterantive 
provision in there the other way. 

So if the budget is generous enough, maybe we can get that recom- 
mended out. But I do not know. That is up to Mr. Shad and the 
Director of the Bureau of the Budget. 

Mr. Murz. I was mainly curious to know just how many of these 
principles that have been outlined in A-47 revised and also in the 
Presidential Water Policy Committee Report have been put into actual 
application. 

Mr. McCaux. I understood last year that the Bureau of the Budget 
more or less felt bound by the Presidential report. I believe that 
was told to me over there, although I have looked for a period of mind 
changes on that, I hope. 

Mr. Swap. Are you asking me a question ? 

Mr. Murz. I was just thinking out loud to a large extent. After 
all, this is quite an informal meeting. I was just seeking information. 

Mr. Snap. I think if you read our letters of comments on project 
reports, you can see the Budget Bureau stated positions, which are 
basically expressing the President’s wishes. In many eases they are 
the same policy as expressed in the President’s Advisory Committee 
Report. However, I do not think you can say that that report has been 
put into effect. We are still waiting for the legislation and the 
President’s detailed recommendations to be formulated. 

Mr. Mvurz. Of course the report itself is quite general, actually. 
I was thinking about the details of applying some of the theories that 
are outlined in there. There is always some conditional language, as 
I see it, in those. Under certain circumstances it would make a little 
different interpretation of it, I suppose, depending on the cireum- 
stances. 

Mr. Suap. I think on the matters mentioned by Mr. McCall, I have 
to rest on the previous statement. The Budget Bureau has not es- 
tablished a position on those, and therefore, I cannot make any state- 
ment about what that position will be. 
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Mr. Grorce T. Dersy (Water Resources Association). I think it is 
a fact. that the Government agencies are applying taxes forgone in 
their analyses of such projects, whether State or Federal. 

Mr. H. C. Gee (consulting engineer, West Palm Beach, Fla.) While 
we are at the beginning of this discussion, it seems to me that you 
never had in one room so many people who are accomplished speak- 
ers on the subject of water resources as you have in this one today. 
I think we are all here for the same purpose, to see if we cannot bring 
to an end this prolonged period of discussing what to do about w ater 
resources, and begin to write down some eround rules for adoption by 
the Congress, which, one day, will formulate a plan, in the overall 
sense of the word, for the guidance of the legislative and the execu- 
tive branches of the Government, and from which local interests can 
obtain enough information to find out where they stand on a project of 
any particu lar type. 

That, as I see it, is why we are all here. If it were possible to keep 
this group in this room until this job were finished, I think you could 
write, with the talent here assembled, a very acceptable set of ground 
rules for this purpose. 

Since that is not feasible, many of us have sent in our comments in 
writing to the two committees, in response to your invitation. Some 
of us appeared here last July and made st: atements representative of 
the positions of the various local gr oups we represent. I believe out 
of it all comes this one inesc: ipable conclusion: We believe the time 
is upon us to do something, and the logical place to have it done is in 
the Congress. So it would seem to me that the next thing that your 
committee has to do is to produce a set of ground rules similar in 
scope, in many ways, to budget circular A-47. I think it is appro- 
priate to say here that regardless of what. you may think of A-47, it 
has been responsible for generating a lot of serious thought on this 
overall field of water resources. Tt has made all of us become inter- 
ested in the manner in which the other man’s project is being handled, 
as a matter of fact. . 

Heretofore, our interest was centered about our own project, and 
we went our respective ways in attempting to obtain the required 
payor Et OnS and appropriations to carry out these projects in our 
own local area 

To write thie overall set of ground rules, I think one thing must be 
kept in mind as a general principle: Will the rule which you intend 
to adopt or recommend to your committees assist in furthering the 
progress of the development of the Nation’s water resources? If the 
answer is negative, with respect to any of these rules you intend to 
adopt, then I firmly believe the rule is no good and should be thrown 
out. 

We need a set of ground rules to assist in the development of the 
Nation’s water resources. If the effect of the rule is to hamper that 
development, then its inclusion in the rule book, in my opinion, is a 
mistake. That is one measure which T think we could : ipply to any 
of these provisions which we are here discussing. , 

Further, I believe that the partnership principle, wherein the 
Federal Government and local interests cooperate fins wel: uly and by 
more than word of mouth in the building of these projects, is generally 
accepted throughout the country. It remains, then, for the Congress 
to define the area in which that cooperation shall take place at the 
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local level, and do it in general terms and in a manner which is 
calculated to apply to projects all over the United States, not for a 
particular project as has been the case in the past. 

Let us now write a set of rules which have general application 
through the whole field of water resources. This particular thing 
will not be es usy, but it can be done. I think, too, that if local interests 
are to be partners in this overall undertaking, and carry their share 
of the load, financially, then local interests must. not be kept in the 
dark in our Federal budget procedures from July around to January 
every year. 

We are alternately welcomed into the fold in the period between 
January 1 and July whatever-it-is, and then we cannot talk about the 
budget any more until the next January. That is highly classified 
information that we do not have access to, 

I think there is a crying need for some long-range planning in the 
financing of these water resources projects, because those of us at the 
State level have a very real problem of carrying our presentations to 
our own legislative bodies in the respective States, and convincing 
them in disc harging their responsibilities at the State level that there 
is a need for the appropriation of so many dollars to a particular 
project. 

How can that need be defined if we have not yet arrived at the point 
where we can schedule these Federal projects for more than a single 
budget in advance ? 

Many of the legislatures meet bienially, and you must go up and tell 
your own legislative group “We need this much money for the next 
2 years.” There has not been a crystal ball built yet that will produce 
the answer to that question, where you have a Federal-State coopera- 
tive water resource project. That is a very real and very urgent need 
in this overall field of water resources. 

I think that there are many detail questions which have been dis- 
cussed in the papers submitted to your committee. I read all of them. 
I think they are a very worthwhile contribution to your task here. 
Frankly, I think we are all in agreement. as to what we are attempting 
to do. We have talked about water resources through two Hoover 
Commissions, through the President’s Advisory Commission on two 
occasions, and we have appeared here before your committee and have 
submitted our views in writing. I think the time is upon us that we 
quit running around the country to public hearings and expressing our 
views and then going home, feeling very proud of ourselves, but noth- 
ing has been ack “omplis hed. 

I think now is the time to write it all down and have a real set. of 
ground rules under which the Congress and the executive branch can 
both operate. ‘Those are the things which impress me as being basic 
to allofthis. We really ought to get on with the writing of the book. 

Mr. Murz. Weare right in that position. Of course, we deliberately 
put ourselves there, I guess. We are called on to provide this criteria 
that we are talking about. Now it becomes a matter of how extensive 
it ought to be, how detailed it ought to be, and what factors ought to 
be given the greatest weight. 

I think you have answered part of it by pointing out that A-47 has 
served as a useful guide. 

Mr. Gee. It has certainly made all of us review our projects with 
great care, to analyze them in detail and to see where we stand as com- 
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pared with other projects of similar character. We are more aware of 
what is going on in other parts of the United States than we ever have 
been before, simply because of A-47. I believe that it is possible, with 
the information the committee now has at hand, to write a very general, 
and I emphasize the word general, set of ground rules. I do not be- 
lieve the Congress wants to go into detail and tell the executive agencies 
how to do their job. They all have competent staff and can do their 
job as it should be done. 

All they need is guidance from the Congress as to what it is the 
Congress wants. When that is well known, that is what the Congress 
will get. 

I think all the agencies of the executive branch, including the 
Budget, will follow such a set of ground rules, and the result will be to 
eliminate a great deal of confusion which now exists in the whole field 
of water resource development. 

Mr. McBrive. Mr. Chairma», I have been rather impressed by 
reading this committee print and of the number of organizations and 
the number of the Federal departments who are in entire agreement 
that this job ought to be done, and which enumerate 1, 2, 3, 4, and down 
the line, sometimes as many as 25 items which should be included. 
It seems to me that Mr. Gee has pointed up to us pretty specifically 
that perhaps right here are the ground rules that we have been looking 
for. There are a number of the points that are covered in this com- 
mittee print that, I think, if we would take a vote on them one at a 
time, we would not have a very difficult time getting the vast majority 
on most of these points that are brought up. 

It is my understanding, though, that the thing you were looking for 
was somebody to put in specific terms what they wanted in the way 
of recommendations. 

Mr. LrveweraAver. Let me make this observation. 

Mr. Gee, I think you have hit the nail right on the head. I think 
most of us who have followed this do not agree that A-47 is the terrible 
instrument that it has been pictured. I think it was promulgated back 
in the Truman administration, in the closing days of the Truman 
administration, by the boys in the Budget Bureau sort of an—I don’t 
know what. I will not say what I think it was done for. But it was 
at least the start of something. The main objection to A-47, as I see 
it, is that the boys in the trenches in the various agencies take it as 
gospel, regardless of what has been said against it. 

Then, of course, we all know that subsequent to its promulgation, 
when Ralph Tudor was in the Interior Department, it was imple- 
mented to the extreme view being taken of it, and that was promul- 
gated. So they have followed that. 

So the objections so far as our committee is concerned, and I think 
the Public Works Committee, is that under the operation of A-47, and 
subsequent instructions, only one set of information comes to the Con- 
gress, and that is the one that is in a great many cases the least favor- 
able to the local interests. It is a departure from precedent of many 
years standing. 

What we were thinking about was, this afternoon after we had ex- 
pressions as from Mr. McCall and Mr. Gee, and many of the others, 
to take A-47 and see where the controversial sections are in there and 
get some expressions on them. I mentioned the controversial sections, 
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because some of the provisions of A-47 are all right. They lay down 
certain ground rules, and they are necessary. 

From that discussion, perhaps we can work out along the lines of 
your suggestions, Colonel Gee, a set of ground rules that will get the 
information up here and make it available not only to the Congress but 
to the people that are concerned. Those of us who have worked on 
both sides of the street, downtown and up here, know how the ideas get 
out “If you don’t like the color of the hair of Senators or Representa- 
tives in Congress, sometimes the projects in his area don’t get the full 
consideration.” They drag their feet. No matter how good it is ot 
how bad the project is, they will drag their feet. 

The other point is, and several Senators have expressed this to me, 
when Congress appropriates money for an investigation, regardless of 
how much it is, the Congress is then entitled to know the result of that 
investigation and not have it screened downtown. 

If it does not show up good on any 1, 2, or 3 of the formula that are 
presented, let us know it and it, or go ahead with it, whichever cate- 
gory it fits. 

But in the absence of any other directive from up on the hill, I don’t 
think you can put too much blame on the executive agency for going 
ahead with what they are doing. 

We find this: If we want specific information, we can generally 
get it, but it takes a long time, sometimes, to get it. Perhaps we can 
lay down certain ground rules that will require, when they go to fig- 
uring out cost and benefits, for instance, that we can get them where 
all the benefits John McCall was talking about are laid out, regardless 
of which ones the executive departments recommend. I am only 
saying here now that so far as [ have understood from any of the 
Senators, that they have no idea of impinging on the function of the 
executive branch to recommend whatever project they want to recom- 
mend or find is justified. That is their business and their prerogative: 

Mr. McBripr. But they do want all the information about that. 

Mr, Linewraver. The information on the other scores should come 
up here, and let the chips fall where they may. There is certainly no 
objection to sending up the information under the several formula, 
because if they are right in their recommendation, why not send it? 

Mr. Greg. Mr. Chairman, you would make a substantial start on the 
accomplishment of your mission here if you would accept the noneon- 
troversial portions of A-47 as a framework from which to begin the 
preparation of this set of ground rules, I think. 

A lot of work has gone into that. It has been studied by many 
people. 

Mr. Linewraver. There is a tremendous amount of work in it. 
Sometimes I think the work is at the point where the boys in the 
trenches couldn’t understand it. I know some of it was pretty wordy: 

Mr. Gre. There are people at large who have a greater facility with 
the English language than the fellow who wrote A-47. I will tell 
you that. 

Mr. Ristna. Mr. Chairman, I would like to call attention to a state- 
ment of the Bureau of the Budget right along the lines of what we are 
talking about here. 

Identifiable benefits should exceed the cost of a project. However, too much 


emphasis is now placed on the benefit-cost ratio as a basis of justification to the 
exclusion of equally important social values. 
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That is an admission or a statement that we never have been able to 
get heretofore from the Bureau of the Budget. I think it indicates a 
change of feeling downtown on some of these things that we are talk- 
ing about that ought to be included and some credit given in reports 
on projects. 

r. Linewraver. I would like to say now that I have called atten- 
tion of the members of our committee to several of these letters, and 
they were, and we were, pleased at that letter from the Bureau of the 
Budget. Off the record sometimes, when I was downtown, I have 
heard the boys in the trenches say, “Let’s look at the whole project, 
what it does to the community, and so forth.” No formula has ever 
been developed by which those values can be evaluated. But that 
does not mean that they should not be stated in unmistakable terms. 
I think they can be stated. That goes for Reclamation and flood con- 
trol, and any other. There are the projects that John McCall was 
talking about in Texas. And then you have your long-range con- 
servation projects, your drainage projects, and many other projects 
that have social values. I thought this word social value was getting 
to be so that it was taboo. 

I think we could profitably take a few minutes, at least, and discuss 
some of the points, some of the controversial features, of A-47. 

I asked Mr. Eaton of our staff to review A-47 with that particularly 
in mind. 

Mr. Eaton, would you come up here? Mr. Eaton, will you just 
point..out the major examples? I don’t think we should go into all 
of them. 

Mr. E. D. Eaton (consultant, Senate Committee on Interior and 
Insular Affairs). Iam E. D. Eaton, consultant for the Senate Interior 
and Insular Affairs Committee. 

My review is on the basis of the comments that are contained in the 
committee pant of January 4 plus those that were brought out in the 
committee hearing of last July. Comments were made by 6 of the 
Federal officials, officials of 6 Western States, plus the Upper Colo- 
rado River Commission, and by 14 nongovernmental organizations. 

There is unanimity in the comments that the responsibility for de- 
termining the authorization of projects and the basis on which projects 
should be authorized area responsibility of the Congress and should be 
so recognized. Perhaps that is most explicitly stated in the com- 
ments and recommendations of the Comptroller General, which, I 
think, can be summarized as to the main points: That the Comptroller 
General considers it desirable for the Congress to provide policies 
and criteria for allocation of costs which will serve as the basis for 
rates for commercial power and other purposes, suggesting that in 
addition Congress might actually approve the allocations themselves; 
congressional intent should be indicated regarding which costs are to 
be subject to allocation and repayment; which benefits are to be con- 
sidered in the benefit-to-cost ratio; what should be the length of the 

ayout or amortization period; what should be the interest rates, or 

ow they should be calculated; to what purposes or functions power 
revenues might be applied as assistance; and certain related items 
which the Comptroller General suggests should be the subject of con- 
gressional expression of intent or specification. 

Mr. Rising has already identified a recomendation of the Bureau 
of the Budget in its comments that greater consideration should be 
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given to indirect or intangible values, and that comment is also made 
by the Secretary of the Army. 

The State and the nongovernmental organizations raise six prin- 
cipal questions in their comments. These might be identified as the 
recognition of indirect, secondary, or tangible benefits in connection 
with benefit-cost ratios and project evaluation ; and possibly in con- 
nection with assignment of repayment obligation. 

Certain of the Government and nongovernmeital organizations 
have emphasized the desirability of congressional expression relative 
to conservation and development of water resource projects on a com- 
prehensive basis. That is, recommendations are made that a water 
resource project should provide for the full use of all of the resource 
in the area under consideration. 

Some of the points that are raised in the comments of the State and 
nongovernmental organizations are comments on their omission from 
A-47. For example, this one just mentioned regarding the compre- 
hensive resource development. It is not touched on in A447. That is 
not a recognized criterion. 

Mr. Lrnewraver. May I interrupt there and ask you to put into the 
record the statement from even a higher authority, the President, 
when in one of his messages he declared for basinwide consideration ? 

Mr. Eaton. That is an important point. Perhaps this is the place 
to note it. In the record of the conference, I will insert the President’s 
statement to which you refer. 

(The matter referred to is taken from the address of the President of 
the United States on the state of the Union (H. Doe. No. 1, 85th Cong., 
ist sess., January 10, 1957) as follows:) 


Our soil, water, mineral, forest, fish, and wildlife resources 
are being conserved and improv ed more effec tively. Their 
conservation and Sen eee are vital to the present and 
future strength of the Nation. But they must not be the con- 
cern of the Federal Government alone. State and local en- 
tities and private enterprise should be encouraged to 
participate in such projects. 

I would like to make special mention of programs for 
making the best uses of water, rapidly becoming our most 
precious natural resource, just as it can be, when neglected, 
a destroyer of both life and wealth. There has been prepared 
and published a comprehensive water report developed by a 
Cabinet committee and relating to all phases of this particu- 
lar problem. 

In the light of this report, there are two things T believe 
we should keep constantly in mind: The first is that each of 
our great river valleys should be considered as a whole. 
Piecemeal operations within each lesser drainage area can 
be self-defeating or, at the very least, needlessly expensive. 
The second is that the domestic and industrial demands for 
water grow far more rapidly than does our population. 

The whole matter of making the best use of each drop of 
water from the moment it touches our soil until it reaches the 
oceans, for such purposes as irrigation, flood control, power 
production, and domestic and industrial uses clearly de- 
mands the closest kind of cooperation and partnership be- 
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tween municipalities, States, and the Federal Government. 
Through partnership of Federal, State, and local authorities 
in these vast projects we can obtain the economy and efficiency 
of development and operation that springs from a likely 
sense of local desponsibility. 

Until such partnership is established on a proper and 
logical basis of sharing authority, responsibility, and costs, 
our country will never have both the fully productive use of 
water that it so obviously needs and protection against dis- 
astrous flood. 

If we fail in this, all the many tasks that need to be done in 
America could be accomplished only at an excessive cost, by 
the growth of a stifling bureaucracy and, eventually, with a 
dangerous degree of centralized control over our national life. 


Mr. Eaton. There are many expressions on the subject by members 
of the administration, of the Congress, and by various Governmental 
officials, that endorse comprehensive water resource development, how- 
ever, such policy is not treated with in A-47. The comments which we 
have received highlight other things that are not covered by A-47. 
Certain of the comments also reflect on A—47 as it bears on the calcula- 
tion of interest for amortization and for repayment. These comments 
are directed toward A-47, and the report and recommendations of the 
Presidential Advisory Commission, as well as the so-called~Green 
Book, that is the 1950 Handbook for the Evaluation of Water Re- 
sources Projects. 

Perhaps I should identify the Green Book. It is titled “Proposed 
Practices for Economic Analyses of River Basin Projects,” prepared 
by the subcommittee on benefits and costs of the Federal Inter-Agency 
River Basin Committee. Itisdated May 1950. Itisa rather detailed 
discussion of the method of calculation. 

Mr. Lineweaver. That was previous to the promulgation of A-47. 

Mr. Eaton. That is correct. A-47 is dated December 1952. 

Mr. McBriwwr. A-47, revised ? 

Mr. Linrweaver. The A-47 revised has never been promulgated, 
has it, Mr. Shad? 

Mr. SHap. No, it has not. 

Mr. Eaton. Perhaps for further identification, I should mention 
House Document 315, of the 84th Congress, 2d session, which is the 
print of a President’s message transmitting the report of the Presi- 
dential Advisory Committee on Water Resources Policy. It is dated 
January 17, 1956. 

While we are running through a list of some of the source material, 
additional to those that I have mentioned are the committee prints 
of this committee, January 4, and January 24, 1957; also the hearing 
of this committee of July 6 and 9, 1956; a hearing of the Committee on 
Interior and Insular Affairs of the House of Representatives, 84th 
Congress, March 15, and March 30, 1955, on the subject of Budget 
Circular A-47 and related power partnership principles. 

Returning again to the points that have an brought out in the 
comments received in connection with this resolution, I have already 
mentioned to you the matter of indirect and intangible benefits, the 
comprehensive development of the water resources, and the calcula- 
tion of interest. Comments also bring out the matter of the “taxes 
foregone” item in the calculation of costs. 
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Almost all comments touch on another point. That is, the length 
of the amortization period, which is dealt with in A-47 under section 
14, and, in effect, established the economic life of the project or 50 
years, whichever is the shorter. 

A number of the comments also are directed toward the use of 
“separate cost remaining benefits” as a method of allocatiag the costs 
of multiple-purpose projects. 

I think those are the principal 6 points which are brought out in 
the comments that were received by these 2 committees. In addition, 
comments have been received relative to basin accounts, pay-out 
period, and provisions governing municipal water supply. Some of 
the items in the comments are, as I have said, specifically treated in 
A-47, and some treated by omission, and others treated in reports of 
the Presidential Advisory Committee, or in the comments that have 
been received from the Bureau of the Budget as recommendations 
rather than as requirements. 

Mr. Lineweaver. Mr. Bousquet, can you think of any additional 
points in there? 

Mr. Kennetu J. Bousquer. (Senate Committee on Appropri- 
ations), I think most of the points I have in mind have been pretty 
well covered. There is one thing that I had rather hoped at some 
point along the line could be developed, and that would be to take 
A-47, preferably with a small group, say a representative from the 
Bureau of the Budget and one from each of the principal Federal 
agencies involved in water-resources development and go through 
A-47 point by point to see what was the purpose of each one of these 
points... I remember in years back there was a great discrepancy in 
the way the different agencies reported and made up their reports. 
Even within the agency there were discrepancies, which led-to the 
need for A-47. If the committee could get a clear idea of what prac- 
tice the budget was trying to make uniform, what the effect that por- 
tion of A-47 was on project analysis, I think the committee could go 
through A-47 very quickly and pick the good points, and the remain- 
ing ones where there is some question as to the merit could be devel- 
oped in detail later. I think a great many of the points in A-47 are 
very valuable, needed, and useful. If the questions to the representa- 
tives of the executive agencies were put entirely on a factual basis, and 
not as to policy or desirability they could provide factual replies. 
If, with respect to each point, they could be asked, what does it do, 
what did it stop, what did it make uniform, with that information the 
committee could recast A-47. 

From a recast of A-47, it seems to me the committee could then set 
up general rules which would permit the executive agencies to operate 
within a closer supervision of policy matters from the Congress. I do 
not think that anything that the committee comes up with in a reso- 
lution should be too detailed, because this is a growing and flexible 
program. 

Mr. McGuire. Mr. Chairman, we have been going here about an hour 
and a half, and I think that Colonel Gee’s proposal was very much 
worthwhile, that it is time we should get into some constructive action 
on this subject. 

But the time that some of you other gentlemen have spent on the 
subject has impressed me with the tremendous complexities and prob- 
lems that you have when you get to the policy decision on an overall 


oer” 
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water resource policy. It seems to me that. something that this group, 
this joint committee, could do that would be constructive and not get 
into a hasty expression of policy, would be to prescribe standards or 
criteria of information that it wanted on these various projects that 
would give the various committees the information that they think 
they need. 

That could be done, it seems to me, without putting these committees 
in the position of coming up with a formulation of a congressional 
policy, even if it is not too formal, that you might be stuck with for 
some time to come. If the committee could do that, I think it would be 
a positive step, and then, if you wanted to, get into these matters of 
long-range policy, to get the thing out of the way, at least on a study 
basis, utilizing the great amount of information that is already avail- 
able, and come up with something concrete. 

But assume that it is going to take some time to get anywhere and 
that it is going to have to be done gradually, if anything concrete is 
going to be accomplished. I think all of us can see that even though 
there is a lot of unanimity of opinion, when you get to these con- 
troversial issues there is a great range of lack of unanimity. 

It is going to take a considerable amount of time. You have just 
about shot the afternoon with this group of people here. 

Mr. Lineweaver. Let me interrupt there just a minute. 

There is no idea, as far as your instructions, and mine, I imagine 
are the same as Mr. Mutz’s there are no instructions that we have been 
entrusted with any idea of making policy. What our instructions 
are, mine, anyhow, and I think I speak for John, is to get the facts 
upon which the Congress can base the policy, and to approach this 
objectively in the matter of getting the information. The policy 
matter is not something for the hired help, in my opinion. What 
some of our Senators want are, objectively, a presentation of the facts 
with respect to each of several different approaches to the various 
projects, and to the various categories. They will take care of the 
policy proposition . 

I think if we come up with anything in the way of policy, we would 
probably get our ears knocked down and very properly so. 

Mr. McGuire. I was speaking on the assumption that if there is a 
committee resolution, and if it is adopted, it will become congressional 
policy. 

Mr. Linewraver. Well, it will be policy, but policy with respect to 
the information that they want. 

Mr. Witt1am E. Wetse (secretary and manager, National Reclama- 
tion Association). Mr. Chairman, my name is William E. Welsh. I 
am secretary-manager of the National Reclamation Association. Our 
association was probably one of the first to raise its voice and raise it 
rather loudly in opposition to certain features of A-47, particularly 
the limit which was placed upon the time of repayment. I have a pre- 
pared statement, Mr. Chairman. I don’t know whether you want 
copies distributed or not. 

In discussing the time of repayment, there is another point which 
has been raised by various statements that have been submitted, in- 
cluded in the January 4 committee print, and in other places, deal- 
ing with basin account. 

If you take the two proposals together, it wouldn’t take but. just a 
few minutes to see what that could mean to western reclamation. 
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There have been several proposals made in opposition. to, basim ac- 
eounts. Basin accounts, as I understand it, and interpret it, simply 
means the pooling of power revenues or the use of power revenues 
within a given river basin or related area for the purpose of assisting 

in the repayment of the irrigation cost within that area. It is a pehey 

that was pursued, that was adopted, and has been interpreted to mean 
that, in the Missouri River Basin, in the 1944 River Flood Control 
Act, it is a policy used to make the Central Valley project in Cali- 
fornia financially feasible; and included in the Upper Colorado River 
Act, adopted by the last session of the Congress. To most of us 
throughout the entire West, it is as fundamental as an important part 
mn our reclamation program. 

I included in the statement that I submitted a resolution which was 
adopted by our lgst annual meeting held at Salt Lake City last fall, 
setting forth our position and the reason for that position on the ques- 
tion of basin account. When you consider that along with the pro- 
posal of limiting repayment. to 50 years, it would have a drastic effect 
on reclamation. In fact, if we are going to eliminate the basin ac- 
count, as has been proposed by st: atements submitted here, and at the 
same time require repayment in 50 years, you would practically be 
pulling the curtain down on western reclamation. We couldn't fi- 
nance our projects w OM it. 

Now I would like to take up the question of repayment im 50 years. 
1 have used in my statement here as an illustration the Boise project, 
in Idaho. Not because it is the best project in the West, although it 
is a good one, but it is a project with which I am personally familiar 
and have been familiar with for more than 40 years. That project was 
completed more than 40 years ago. , was long ago turned over 
to the settlers living on that project. I don’t believe there is anyone 
who is familiar with the project who will not admit that in an over- 
all way it is in a better condition today than it was when it was 
com} rleted. 

I cannot see any reason whatsoever as to why the time of repayment 
on a project such as that should necessarily be limited to 50 years. 
Most of the projects in the West, where power revenues are available 
and can be used, can and will be repaid im 50 years. But in some 
areas, where power is not available to the extent necessary, repayment 
cannot be completed in 50 years. But the benefits of those projects are 
going to go on and on and on and on almost indefinitely. They are 
going toc continue. They are not going to go just to a 50-year period 
and then stop. 

The benefits are going to be there for centuries and centuries. 

The Boise project repays to the Federal Government, the project 
and the area supported by that project repays to the Federal Govern- 
ment, in income taxes alone every 4 years the entire cost of the project. 
So we are opposed to a flat proposal of limiting the time of rep: ayment 
to50 years. That is one of the proposals in the Budget Circular A-47, 
that we very much oppose. 

There are some other points that I discuss in this paper. The co- 
ordinator of water resources and the board of review 

Mr. Linewraver. What do you say about that? 

Mr. Wersn. We are opposed to both of them. 

Mr. Lineweaver. Sir? 
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Mr. Wetsu. We are opposed to both of those. We agree with the 
appointment of a committee of basinwide or river water resources 
committee and the Federal Interagency Committee. But we are op- 
posed to the appointment of the coordinator and the board of review, 
and the reasons are set forth here. 

(Information referred to follows :) 


SraTeMENT ON SENATE ReEsoLuTION 281 at CONFERENCE 
Conpuctep By Starr Mempers oF SENATE INTERIOR AND 
Insutar Arrarrs AND Pusiic Works Committers, FEs- 
ruARY 4, 1957 


By William E. Welsh, Secretary Manager, National 
Reclamation Association 


Under date of November 17, 1956, it was my privilege to 
submit to the Honorable James E. Murray, chairman, Senate 
Committee on Interior and Insular Affairs, a statement and 
letter of transmittal dealing with Senate Resolution 281. 
This statement was submitted in response to a circular letter 
received from the chairmen of the Senate committees. This 
statement is a special report to the board of directors of the 
National Reclamation Association by a special committee of 
the water policy committee on Senate Resolution 281, 84th 
Congress. It appears on page 80 of the committee print on 
Senate Resolution 281, dated January 4, 1957. 

There are several points which have been brought to my 
attention since that statement was submitted, which I would 
like to discuss today. 

Basin account.—The basin account, which, in my opinion, 
simply means the pooling of power revenues or the using of 

ower revenues within a river basin or related area to assist 
in the repayment of irrigation costs which are beyond the 
ability of the water users to repay, was discussed very briefly 
in the report of the Presidential Advisory Committee on 
Water Resource Policy, page 33, House Document 315, 84th 
Congress, 2d session. We note also that some of the state- 
ments reproduced in the committee print on Senate Resolution 
281, dated January 4, 1957, oppose the pooling of power 
revenues. In order to present the views of the National Rec- 
lamation Association on this question I am reproducing here- 
with Resolution No. 10 adopted at our annual meeting in Salt 
Lake City, November 1956. 


“RESOLUTION NO. 10. BASINWIDE DEVELOPMENT AND FINANCING 


“Whereas the complicated and costly multipurpose projects 
which are today essential to the fullest utilization of the 
West’s limited water supplies, are making power a more and 
more important paying partner in reclamation development; 
and 

“Whereas the use of power revenues to aid the repayment 
of irrigation costs is almost as old as the Federal reclamation 
program; and 
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“Whereas it is recognized that integrated and coordinated 
planning, development, operation, and financing of federally 
constructed water development projects within a river or 
drainage basin and compact agreement related areas is the 
most economical, efficient, and feasible method of developing 
the water resources of many river basins and compact agree- 
ment related areas; and 

“Whereas the use of basinwide power and other revenues 
to aid irrigation development within a river basin and com- 
pact agreement related areas is a recognized sound and prac- 
tical principle in the case of many river or drainage basins 
and compact agreement related areas: Now, therefore, be it 

“Pesolved, That the National Reclamation Association en- 
dorses the principle of integrated planning, development, 
operation, and financing of Federal water-development proj- 
ects within a river or drainage basin and compact agreement 
related areas, and the use of basinwide power and other rev- 
enues to aid irrigation development within the river or drain- 
age-basin and compact agreement related areas; and be it 
further 

“Resolved, That integrated development and financing 
within a river or drainage basin and compact agreement 
related areas, should not abandon the principle that basin- 
wide development should meet reasonable standards of eco- 
nomic feasibility ; and be it further 

“Resolved, That the authorization of all Federal basinwide 
developments, including the use of basinwide accounting, shall 
be by act of the Congress; and be it further 

“Resolved, That in any legislation for integrated basin- 
wide development and financing consideration should be 
given to the repayment problems of existing irrigation dis- 
tricts. within a basin; be it further 

“Resolved, That in any event integrated development and 
financing should not be imposed on river basins and compact 
agreement related areas or existing Federal or local projects 
without approval of local consumptive users of water that 
would be thereby affected.” 

Time of repayment.—We note that there have been several 
statements submitted in which it is suggested that the time 
of repayment should be limited to 50 years. Most reclama- 
tion projects where power revenues are available to assist 
in the repayment of costs allocated to irrigation will be repaid 
within 50 years. However, there are a good many potential 
reclamation projects throughout the entire West which would 
show a very favorable benefit-cost ratio but would not always 
have power revenues available to the extent necessary to com- 
plete repayment within 50 years. 

The benefits that accrue to the Nation as a whole as the 
result of a reclamation project do not cease at the end of 50 
years. The benefits from reclamation projects, and there are 
many indeed, will continue to flow out to the entire Nation 
throughout the life of the project. As an illustration I would 
like to point to a project with which I have been personally 
acquainted since it was first placed under construction almost 
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50 years ago—the Boise project in Idaho. That project was 
completed more than 40 years ago and yet it 1s in better con- 
dition than it was at the completion of the project. Practi- 
cally all of the original wooden structures have been replaced 
with concrete. There is no end in sight as to the useful life 
of that project and, of course, the benefits will continue 
throughout its useful life. Just as a partial illustration of 
the benefits, the income taxes alone from that project and 
the surr ounding community which is dependent on the proj- 
ect repay to the Federal Government every 4 years the total 
cost of the project. Surely it would be good business for 
Uncle Sam to extend the time of repayment a few years 
beyond the proposed 50-year limit if it were necessary on a 
project such as that. 

To summarize the above two points, if we should abandon 
the policy of basin account which has been in use in the Mis- 
souri River Basin and the Central Valley of California and 
just recently authorized in the upper Colorado River storage 
project and at the same time if we should limit the time of 
repayment to 50 years we would most assuredly be pulling the 
curtain down on reclamation. 

Regional River Basin Water Resources Committees anda 
Permanent Federal Interagency Committee ——We concur in 
the recommendations of the Presidential Advisory Com- 
mittee as to the creation of both of these committees. 

Coordinator of water resources and board of review.—lt is 
noted that statements have been submitted dealing with both 
of the above recommendations which came from the report 
by the Presidential Advisory Committee. With respect to 
these proposals, I would like to present the position of our 
National Reclamation Association by quoting from the report 
of our Water Policy Committee, which was unanimously 
adopted by the adoption of resolution No. 2 at the Salt Lake 
City meeting last November. 

Coordinator o f water resources.—“We Disagree. The pro- 
posal that a Coordinator of water resources be established | has 
been comprehensively considered. Continuing apprehension 
has been expressed lest the operations of such an officer, with 
the responsibilities as outlined, would hinder rather than 
hasten water resource development. It is recognized that 
such a position could be created in the Office of the President 
by Executive order, and that if the duties were carried out 
in a constructive manner and without infringing on the au- 
thority of the Congress, desirable objectives might be 
achieved.” 

Board of review.—*We Disgree. This proposal has also 
been comprehensively considered. Advisory and coordina- 
tion functions for such a board appear desirable objectives. 
However, we raise the question as to how a board could func- 
tion without circumventing action by the Congress. Our 
comment on this proposal is in line with similar apprehension 
expressed over the somewhat similar proposal of the Second 
Hoover Commission last year.” 
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In my opinion there are plenty of safeguards now without 
creating siditional obstacles. Let us review briefly the pro- 
cedure now required. 

A reclamation project is first initiated in the local office of 
the Bureau of Reclamation, where investigations are made 
usually at the request of local organizations as well as the 
Senators and Congressmen representing the area. Many con- 
ferences are held with local organizations. If in the opinion 
of the local office the project is justifiable, a report is for- 
warded to the regional office where it is fully reviewed and 
again conferences are held with local organizations. From 
there it is referred to the Denver office where problems in- 
volved include engineering, design, construction, geology, 
and hydrology. It is then forwarded to the Washington office 
of the Bureau of Reclamation where it is again. fully  re- 
viewed by the Washington staff. All of this usually requires 
considerable time and involves a great deal of publicity, parti- 
cularly in the local newspapers. After the project has been 
approved: by the Washington office it is submitted to the 
various Federal and State agencies in accordance with the 
following review procedure: 

1. Transmittal to the affected States and the Secretary of 
Defense under the provisions of the Flood Control Act of 
1944. 

2. Transmittal to the governors of affected States under 
provisions of the Coordination Act of 1946. 

3. Transmittal to other Federal agencies under agreement 
of the Inter-Agency Committee on Water Resources. 

4. Transmittal to the President through the Bureau of the 
Budget. 

5. Transmittal to the Congress. 

Further review of a report and consideration of project 
development is accomplished before both the legislative and 
appropriations committees of the Congress. 

In considering the above procedure there is one item that 
most assuredly should not be considered lightly.. That is 
the required transmittal to the affected States and Federal 
agencies in accordance with the so-called O’Mahoney-Milliken 
amendments to the 1944 Flood Control Act. These amend- 
ments were agreed upon and became a part of the Flood 
Control Act only as the result of strenuous efforts on the part 
of representatives of numerous land and water organizations 
from all over the United States and extending over a con- 
siderable period of time. The objectives of these amend- 
ments as set forth in the call of the water conservation con- 
ference at which they were consummated were (1) assure 
local and State participation in plans for water-resource 
development; (2) preserve the integrity of State water laws. 
These amendments at the time of their adoption were widely 
heralded as the water bill of rights. 

I submit that under the present procedure and also with 
establishment of regional river basin water resources com- 
mittees and a permanent Federal interagency committee that 
the general public and the taxpayers as a whole will be fully 
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and adequately protected. To establish two additional offices, 
a coordinator and a board of review, both of which would 
be required to pass on projects before they are referred to the 
@ongress;*would simply be creating layer upon layer of 
Federal bureaus and agencies which would be duplicating the 
work of each other, adding to the costs of the taxpayers of 
the Nation and setting up additional obstacles in the path of 
the sponsors of a project. 

We consider the questions involved in Senate Resolution 
281 to be extremely important to the area which we repre- 
sent—the 17 Western States. We are grateful, indeed, to 
the members of the two Senate committees and the staff mem- 
bers of those committees for taking the initiative in an en- 
deavor to correct and improve the procedure of evaluating 
Federal water-resource projects. We appreciate the oppor- 
tunity afforded us to present our views on this important 
matter. 

Respectfully submitted. 


Wurm E. Wersu, Secretary-Manager. 


Mr. Lineweaver. Elmer Nelson, you have been around downtown 
and up here for a few years. 

Mr. Eimer Netson (professional staff member, Senate Committee 
on Interior and Insular Affairs.) I haven’t anything to offer, Mr. 
Chairman, except to say that I was very much impressed by John 
McCall’s statement. However, he brought into the matter another 
element, a matter of contracts, which probably does not quite belong 
here. It belongs in another phase of legislation that these committees 
should consider; for example, the Barrett bill, which has to do with 
water rights. 

I think also that we are talking about a matter here which should 
be given consideration, if we are going to outline the material for 
use of the committees, and that is some limitation on the time during 
which water users would be required to repay where there are other 
revenues which can repay the debt, and which is the subject of Bill 
Welsh’s statement. We have those in most instances. Unusual con- 
ditions can always be taken care of. 

As Mr. McBride knows, they were taken care of in Oklahoma. 
Areas will be treated the way they have to be treated in order to exist 
and ert But it seems to me that where there are power revenues 
which are assumed to be assured of coming into the picture, that they 
can take up the matter of unpaid irrigation allocations which the 
water users cannot pay just as well after 45 years or 50 years as well 
as after 70 or 80 years. This could put the water users on notice that 
they will be required to repay in a limited time of 40 or 50 years, and 
then they will be through. . 

The power revenues will usually repay their allocations about fonr 
times as fast as water users. Ultimately, power revenues of the 
Missouri Basin will pay six times as fast, whenever they start com- 
ing in, as any water users will pay or can afford to pay. 

We can just as well, maybe, take up some of these things the minute 
we get out of this dilemma that Mr. McCall finds himself in, which 
is what kind of a contract we should enter into. Water users should 
pay for a certain period only. With Corps of Engineers projects, 
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irrigators or other water users will be required to get water rights. 
As a matter of fact, it is required under State law now in the West. 
We could assume that to be the case anywhere. The Government has 
no ownership in water. It never has had any water to give anyone as 
a water right. 

Federal agencies merely have the right to charge for the use of 
a service supplied by Government-constructed works. Whether or 
not ownership of these works should always be in the Government, I 
do not know. 

Last year, you will remember, we did amend the procedure under 
which 9—E contracts are to be executed. That might take care of 
some of these problems. If it does not, we can change it again so 
that it is more clear. 

Mr. Linewraver. You have the California Supreme Court. 

Mr. Netson. I still have an idea that Congress can say and pre- 
scribe the terms under which Federal money will be used regardless 
of a decision of any State supreme court. I think that will be true 
for a long time. What the districts are going to do out here, I 
don’t know. I haven’t even thought of it. 

It seems to me that no one can question that at this time, but the 
Congress can always say how Federal money shall be used and 
under what terms. 

Mr. Lineweaver. I think your observations are very helpful. 

Sid McFarland, of the House Interior Committee ? 

Mr. Stoney L. McFartanp (House Committee on Interior and In- 
sular Affairs). I do not have any statement to make. 

We are, of course, interested in what you do over here on this reso- 
lution. We assume that any policy that Congress establishes will, 
at some time or other, be before us. I think we all recognize that it 
is the responsibility of Congress to write the ground rules, the criteria 
under which our water-resources projects should be authorized. How- 
ever, there is some indication to me here that we are floundering 
around in the dark with respect to policy. 

It seems to me that we have a pretty good water policy that has 
been built up over the last 50 years, by which we are authorizing 
projects, I think most of them on a sound economic basis. Every 
time we authorize a project we write water policy. 

I am not sure that we can get an overall criteria or policy that we 
could apply to all projects. 

Mr. Lineweaver. I would like to interject this thought there, that 
the policy will follow the full disclosure of information with respect 
to each project or each river basin. I don’t mean the small projects. 
We never have any trouble about those. It is the more complicated 
projects, in which there are intangible or social benefits. Both flood 
control and other multipurpose projects are the principal ones. 

I agree with you that as you come right near each individual project 
or individual basin, the policy with respect to one may not apply 
to another. It may in general, but there are certain details which 
go into the making up of an overall policy. 

Mr. McFartanp. I agree 100 percent that we need all the informa- 
tion with respect to the development to be used as the basis for making 
a decision. The only word a waning I might have in my own per- 
sonal opinion is, whatever we write, it should be on a sound economic 
basis. Otherwise, it will defeat itself. 


ee 


ee ee 
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Mr. Linewraver. Well, full disclosure of all the facts will eliminate 
your cats and dogs. 

Mr. McBripg, Mr. Chairman, isn’t that exactly the purpose of this 
Senate resolution, to provide the committees of Congress with full 
and complete information, nothing lacking, in order that the com- 
mittees of Congress can determine in each individual case what they 
wish to authorize in the way of a project? As I understand the situa- 
tion, the thing that has been the deterrent to that is the fact that A-47, 
and some of these other matters that have been pointed out to us, have 
restricted the departments downtown from sending up to the Congress 
full and complete information. 

For example, I will refer to a project that I know something about, 
the Ouachita project, which we worked out here in Congress com- 
pletely to the satisfaction, I think, of Congress. I know it was worked 
out completely to the satisfaction of the people that were going to pay 
for it. But the truth of the matter is the departments did not send up 
to us complete information. They sent up provisions under A-4¢, 
which was a long ways from the way that little project. was authorized. 

It seems to me, Sid, that the thing that you have said, and the thing 
that. we have been talking about here, when we are talking about a 

0licy, is to be sure that the departments in making their reports to 
C ongress comply with what we have thought over the years to be the 
directives, that they should send forth complete information and let 
the Congress decide rather than the Bureau of the Budget what the 
ground rules were going to be for the authorization of these projects. 

Mr. Lineweaver. I agree with you, but I also make this observation : 
In the absence of some sort of a congressional directive, you cannot 
blame the boys in the trenches if the Budget Bureau wants to put itself 
in that position. 

Mr. McBripe. I am wholly in agreement with that, too. 

Mr. Linewraver. That is, for taking the bit in its teeth. That is 
one thing that I think we all ought to bear in mind, in the absence of 
ground rules laid down. I think if we have done nothing else with 
the Senate reesolution, we have gotten this expression from the Budget 
Bureau and from the Corps of Engineers. 

Interior’s comments were I don’t know what. They sort of ran out 
on the proposition. Maybe they did not keep up with the procession, 
or something. 

The corps and the Budget Bureau took full cognizance of the op- 
portunity to make suggestions. 

Mr. McBrinr. And GAO did likewise. 

Mr. Liveweaver. GAO has been hammering at it for some time, 
through the Missouri Basin and other audit examinations that they 
have been making. 

I think we have gotten the atmosphere clarified here this afternoon 
as to what. we ought to do. 

Had anyone else any comment ? 

Mr. McBrinve. Mr. Chairman, Mr. Morrison Cunningham, who had 
been appointed on the Advisory Committee for Pollution—that. is 
not the exact title but that will do—and who is the superintendent of 
the Oklahoma City Water and Sewage Department, and who, in my 
opinion, is one of the experts on municipal water supply in the United 
States—he has been past president of the American Waterworks As- 
sociation—is here. He may have some very valuable contribution 
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to make. I don’t know, if he does, I want him to have that oppor- 
tunity. 

Mr. Linewraver. I will be glad to recognize Mr. Cunningham. 

Mr. M. B. Cunnincuam (Director, Public Works, Oklahoma City, 
Okla.). Thank you, Don. Thank you, Mr. Chairman. I certainly 
am interested in the comments that have been made here today, be- 

cause I think certainly we are making progress when we can sit 
around and discuss these questions, as important as they are, to the 
end that I am confident that you will come up with a set of ‘ground 
rules that will certainly be most helpful in the development of our 
water resources, 

The drought has certainly amplified the need for us to do that very 
thing. Not to take too much of your time, I would like to just men- 
tion briefly two things that, to me, I would like to reemphasize. 

That is, that in considering reservoirs, whether they be multiuse 

reservoirs, that we develop the conservation stor age to its maximum 
abilitg to hold water in that area even though the immediate need 
for the conser vation and storage is not present at that particular time 
that the reservoir is constructed. 

Certainly, it is going to be needed sooner or later. Of course, that 
gets into financing. The users of it, when they come along to use 
that storage, would certainly be expected to pay their share in that 
storage. But if the reservoir is built, then it is limited and seldom 
can you go back and enlarge the storage space. 

The other point is that whenever possible, the conservation and 
storage include space for water to be used to maintain a minimum flow 
in the stream or you can call it stream sanitation. In the drought 
area, we have certainly seen cases there where the rivers are dry or 
practically no flow, and some of them dry for 6 months or a year 
and then the stream sanitation becomes of vital importance, especially 
where there is a municipal water supply located along that river. 

I thank you for giving me an opportunity to amplify on those two 
points. 

Mr. Linewraver. I am glad to hear from you, Mr. Cunningham, 
I think you have touched on a subject that is not only worthy of con- 
sideration, but of vital consideration and that is the adequacy of the 
storage space in looking ahead. I am sure you mean where there is 
il possibility of filling it. 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Linrweaver. And not to look simply to the immediate needs. 
In other words, you have the possibility of deferring some of the use. 

Mr. Ristne. Mr. Chairman, I would just like to take one minute to 
emphasize the opposition that we have found in the water-resources 
group to the proposal to establish a “coordinator and board of review.” 

Mr. Welsh just mentioned that briefly, but it is our position and 
it extends to all of the water-resources groups. I think it has been 
emphasized here today that everybody is concerned with getting these 
reports on projects to Congress and Jetting Congress make the 
decisions. 

In the President’s Water Policy Report, it was proposed that the 
coordinator would have the authority to reject a report that comes 
up from the field and send it back without it ever getting to the 
Burean of the Budget or any place else. 
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I think there is intense opposition everywhere to the creation of 
any agencies whatever that will delay the advancement of these project 
reports we favor expediting and getting these reports to Congress. 
I think we all are in favor of having Congress lay down the gr round 
rules and make the final decisions. 

Thank you. 

Mr. Dersy (Water Resources Association). May I make a further 
statement along that line? 

Mr. Lineweavrr. Yes. 

Mr. Dersy. It seems to me that putting up one of these review 
boards or coordinators will serve to further insulate the Congress 
from the working agency. All the success that has been had in the 
last 50 years in getting all these projects that we now have, both 
the Corps of Engineers and the Bureau of Reclamation and others, 
has been based on the close cooperation between the working agencies 
and the Congress. 

Of late years, starting in 1943, the Bureau of the Budget here 
refers to an Executive order that started requiring everything between 
the working agencies and the Congress to be processed through the 
Bureau of the Budget and that is when your trouble started. 

This business of ‘putting a review man up in the President’s office 
some place will further that insulation, making it more difficult for 
you to get together and talk to the people out in the field and have 
them tell you, not what they think, but what the criteria says. 

You do not want to know what the criteria says. You can read 
that out of the book yourself, but you want to make it as free as 
possible when you give a job to a man out in the field to investigate, 
report, and recommend. You want to know what that fellow really 
thinks after he has made a careful, honest study of it. 

Therefore, rather than make it more difficult for him to do that, 
you have to protect him from a constant pressure to make his state- 
ments conform to something that the Congress has not approved. 
That is really what is basically wrong with this A-47 and the other 
specific formulas. 

For example, your Flood Control Act of 1938 states that on reser- 
voir projects the local interests will not make any contribution, or 
words to that effect. It does not state it in quite those words, but 
it says that Congress will buy the land in reservoir projects and in 
other types of projects the local interests will contribute certain 
lands. 

That implies to most people that in reservoir projects the local 
interests are not expected to make contributions unless it is some- 
thing in a very special case. Lo and behold, the Bureau of the 
Budget comes along and says, “Well, now, we think that any time 
there is land enhancement,” and, of course, there is land enhance- 
ment every time you put on a "Federal flood-control project, “it 
improves the economy of that area and when that happens the local 
people should contribute half of the value of the land enhancement.” 

There is nothing like that in the laws. That is legislation. But 
once the Bureau of the Budget states that that is the President’s policy, 
the fellow out in the field that is recommending something against 
that, is taking his career in his hands to recommend against it. 

That is the kind of thing you have to protect him against. I would 
suggest as a way to go at this thing, that you write up pretty detailed 
criteria, erring all on the liberal side, : all on the side of authorizing too 
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much and introduce that in the bill. When you come up for the hear- 
ings, the Budget Bureau will be very prompt to point out any place 
that you have been too liberal. 

Wouldn’t you? Naturally. So in like manner, will the Corps of 
Engineers and the Reclamation Bureau who are under continual pres- 
sure from the Budget Bureau. The way for you to get at these facts 
is to state something that you know is a little bit too liberal and then 
allow the other people in the hearings to potshot at it. 

Also, in your questioning of them, to recognize that any time you 
expect anybody in the executive departments to recommend something 
more liberal than the Bureau of the Budget wants, you must phrase 
your questions in a way to elicit information from reluctant witnesses. 

There are certain techniques that you are authorized to use when 
you are asking reluctant witnesses questions. While these boys are 
not the least bit reluctant, they have to at least go through the motions 
of appearing reluctant. You can help them a great deal if you will 
consider that fact in your procedure along this line. 

Thank you very much. 

Mr. Wetsu. Mr. Chairman: A minute ago I failed to request that 
my statement be included in the record. I would appreciate it if it 
could be because I set forth specifically the procedures that are neces- 
sarily followed under the law now from the time a reclamation project 
is first started until it reaches the Congress, which we believe is ade- 
quate protection to the taxpayers and to the general public and every- 
body else. 

Mr. Lineweaver. Your statement has already been incorporated 
into the record. 

Mr. McCatu. May I say that during cross-examination I may have 
left the implication that the Budget is hard to get along with. I 
would like to say that whatever they might lack in approvals they 
make up in courtesy and patience. 

Mr. Distu We all agree on that. I didn’t intend my remarks to 
imply otherwise. 

Mr. Lineweaver. I would like to make this observation with respect 
to Colonel Derby’s observation with respect to the Budget Bureau. 

As I see it, the Budget Bureau is firmly established. It is like wives 
and everything else. You are going to have to get along with them. 
Obviously, you are going to have to have some coordinating agency 
downtown. What some of us have looked askance at was the adding 
of another coordinator. We felt, and it was brought out in the hear- 
ing, that there were pretty good layers of reviewing already. 

I am inclined to think that within the present machinery, or at least 
1 would like to throw out this idea, the purpose can be accomplished 
because you cannot bypass the recommendation that the executive 
agencies make, nor can you bypass the relationship any recom- 
mendation they make may have to the President’s program. 

Further than that, I am inclined to think that it is up to the Execu- 
tive to determine how he wants this material sent to Congress. I 
think the Congress can ask for what it wants and what it feels will 
guide it in any legislation that is presented or enacted. 

But I am inclined to think that the procedure that has been estab- 
lished is here to stay and that the Executive back over the years, and 
it is nothing new under this administration, has been growing as you 
stated since 1943. 
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If I am not mistaken, it was pretty well exercised even before that. 
It seems to me back in the 1930’s, when I first went with the Depart- 
ment of the Interior, the Budget Bureau was reaching out in those 
days. Of course, the Budget Bureau is concerned with the finances 
and the economics of the overall Government operations. 

While there may be cases where we would like to bypass them, I 
think we are just going to have to live with them. 

Mr. Murz. In order to add some more confusion to this thing—it 
is not confusing to me necessarily, since you are talking about. this 
coordinating organization, the Engineers Joint Council is one of the 
organizations that does not agree that there should not be a review 
organization. 

They say that there should be created a board for the impartial 
analysis and appraisal of Federal water projects and its review and 
a report thereon should be a prerequisite to the authorization or an 
appropriation by Congress of or for projects of that kind. 

Next, they say, “Engineers Joint Council takes no position upon the 
question as to whether such a board should be responsible to the Con- 
gress or to the executive branch of the Government.” Maybe you 
need a review board. 

Mr. James L. Granu (American Public Power Association). My 
name is James Grahl, of the American Public Power Association. I 
am here on behalf of Gus Norwood, of the Northwest Public Power 
Association, who was invited to attend but who was not able to. 

He called up and asked if I would pass on to you some rather specific 
suggestions that he had. These go to the criteria and are somewhat 
more specific than the comments that have been made here this after- 
noon, I hope they will be appropriate, however. 

First, he suggested that any criteria should provide that the inter- 
est payments on a project ought to be paid on the basis of the average 
cost of money to the Government for both long- and short-term Gov- 
ernment borrowings, on the ground that it is not possible to identify 
what money is being used for any particular project. 

The second point he suggested was that with respect. to a 50- ~year 
amortization period on a project, this seemed generally desirable since 
it would bring a lower cost in total, interest and principal, for a proj- 
ect than repayment over a longer period, but that in determining the 
economic feasibility of a project a 150-year period be used as the life 
of a dam. 

The third point Mr. Norwood suggested has to do with fish ladders, 
which he suggested should be nonreimbursable out of power revenues 
in the same way that navigation locks are nonreimbursable. 

As has been touched on this afternoon, he suggested the ineorpora- 
tion of a definition of comprehensive deve ‘lopment, similar to the defi- 
nition in 8. 4278 of the previous session of Congress, introduced by 
Senator Magnuson. i 

These are all the points that Mr. Norwood asked me to mention to 
you. 

Mr. Linewraver. I think several of those are very fine suggestions 
and would fit in, along the line of those that have been suggested. 
You tell Mr. Norwood that his views will be incorporated into the 
record. 

Mr. Gran. Thank you. 
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Mr. Linewraver. Has anyone else any observations or suggestion ? 

Mr. Ristna. Mr. Chairman, there is just one other thing. You will 
recall this statement of the committee is dated January 4; it was not 
actually made available until about January 24. It has been only a 
few days from then until this meeting. 

I think there are still some valuable comments coming in from the 
field. I know Mr. Everett Winter, of the Mississippi WV alley Asso- 
ciation, has sent in something which has not arrived in the mail. 
I would like to make a reservation that if anything comes in in the 
next 2 or 3 days that the chairman considers to be valu: able, that it be 
incorporated into the report. 

Mr. Linrweaver. The record will be open for several days. 

Mr. McBrive. Mr. Chairman, in that regard, I would like for this 
record to include sections 205 and 206 of the rivers and harbors and 
omnibus bill which is now before the Public Works Committee. 

I would also like the record to include a draft copy of a bill on 
recreation evaluation which will be introduced in Congress in a few 
days. I will supply those for the record if they may be included. 
Mr. Lrneweraver. If you will do that, we will be glad to incorporate 
them. 

Mr. McBrine. Section 205 has to do with flow regulation. Section 
206 has to do with future municipal water supplies. The bill, as I 
suggested, has to do with the evaluation for recreational benefits. 

(The matter referred to, secs. 205 and 206 of S. 497, 85th Cong., and 
S. 1164, 85th Cong., Ist sess., is as follows :) 


Sec. 205. In prosecuting plans and projects for navigation, 
flood control, and allied purposes heretofore or hereafter au- 
thorized, storage may be included in any reservoir project 
to be constructed by the Corps of Engineers without reim- 
bursement to increase low flows downstream to the extent war- 

‘anted at that time, or anticipated to be warranted at that 
time, or anticipated to be warranted during the ecomic life 
of the project, by widespread, general, and nonexclusive ben- 
efits from such increases in low flow. 

Sec. 206. (a) It is hereby declared to be the policy of the 
Congress to recognize the primary responsibilities of the 
States and local interests in developing water supplies for 
domestic, municipal, industrial, and other purposes and that 
the Federal Government should participate and cooperate 
with States and local interests in developing such water sup- 
plies in connection with the construction, maintenance and 
operation of Federal navigation, flood control or multiple 
purpose pr ojects s. 

(b) In carrying out this policy and that set forth in see- 
tion 205 above, it is hereby provided that storage may also 
be included in any reservoir project surveyed, planned, con- 
structed or to be planned, surveyed and/or constructed by the 
Corps of Engineers to impound water for present or antici- 
pated future demand or need for municipal or industrial 
water and the reasonable value thereof may be taken into 
account in estimating the economic value of the entire proj- 
ect: Provided, That when contract for the use of such im- 
pounded waters is made it shall be on the basis that will pro- 
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vide equitable reimbursement to the United States as deter- 
mined by the Secretary of the Army : Provided further, That 
the entire amount of the construction costs, including interest 
during construction, allocated to water supply shall be re- 
paid within the economic life of the project, but in no event 
to exceed fifty years after the project is first available for 
the storage of water for any purpose. The interest rate used 
for purposes of computing interest during construction and 
interest on the unpaid balance shall be determined by the 
Secretary of the Treasury, as of the beginning of the fiscal 
year in which construction is initiated, on the basis of the 
computed average interest rate payable by the Treasury upon 
its outstanding marketable public obligations, which are 
neither due nor callable for redemption for fifteen years from 
date of issue. 





[S. 1164, 85th Cong., 1st Sess.] 


A BILL to make the evaluation of recreational benefits resulting from 
the construction of any flood control, navigation, or reclamation 
project an integral part of project planning, and for other 
purposes 


Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, That 
it is the policy of the Congress that reservoir areas developed 
as the result of any flood control or nav igation project inder- 
taken by, and under the control of, the Sec ‘retary of the Army, 
acting through the Chief of Engineers, or any reclamation 
project undertaken by, and under the control of, the Secre- 
tary of the Interior should be made available in the interest 
of the national welfare for recreational purposes, insofar as 
use for such purposes does not impede or conflict with the 
major purposes of the project. Consistent with this policy it 
is further the policy of the Congress (1) that as an integral 
part of the planning of any new flood control or navigation 
project, or reclamation project, or the modification or expan- 
sion of any such project now existing or hereafter under- 
taken, there should be included, along with the evaluation of 
other proper objectives to be served thereby, an evaluation of 
the public recreational benefits to be derived therefrom, and 
(2) that the planning with respect to the development of the 
recreational potential of any such project should contemplate 
the coordination of the use of the project area for recreational 
purposes with the use of existing or planned Federal, State, 
or local recreational developments in such manner as to 
achieve maximum public benefit. 

Sec. 2. As used in this Act— 

(1) The term “flood control or navigation project” means 
any project prosecuted by the Department of the Army un- 
der the direction of the Secretary of the Army and the super- 
vision of the Chief of Engineers, for flood control and navi- 

gation, including channel and major drainage improve- 
ments, and investigations and improvements of rivers and 
waterways for flood control, navigation, and allied purposes. 
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(2) The term “reclamation project” means any project 
under the direction of the Secretary of the Interior for recla- 
mation or irrigation purposes, including incidental features 
thereof, authorized by the Federal reclamation laws. 

Src. 3. (a) In addition to such other data as may be pre- 
scribed by law, or may be pertinent, there shall be included 
in any report ‘submitted to the Congress by the Secretary 
of the Army or the Secretary of the Interior with respect 
to the undertaking of any new flood control or navigation 
project, or reclamation project (including any new division 
of such project or new supplemental wor ks on’ such project), 
an evaluation of the annual recreational benefits to be derived 
therefrom. 

(b) The evaluation of the recreational benefits, as pro- 
vided in this section, shall be made upon the assumption that 
the annual value of such benefits is the product of (1) the esti- 
mated average number of persons which may reasonably be ex- 
pected on any day to enjoy the recreational benefits of the 
project area, (2) 365, and (3) $1. 

Sec. 4. Any part of the total estimated cost of any such 
project allocated hereunder to recreational benefits shall be 
nonreimbursable and nonreturnable. Such nonreimbursable 
costs shall not exceed 15 per centum of the total project cost. 

Sec. 5. (a) In connection with the development of any 
flood control or nav igation project, or any reclamation proj- 
ect, the Secretary of the Army or the Secretary of the In- 
terior, as the case may be, is authorized (1) to construct, 
operate and maintain minimum basic facilities for access 
to, and for the maintenance of public health and safety and 
the protection of public property on, lands withdrawn or ac- 
quired for the development of the project, and to conserve 
the scenery and natural, historic and archeologic objects, 
and (2) to cooperate with interested State and local govern- 
mental agencies and others in the investigation and plan- 
ning of any such project, and (3) to permit the construct- 
tion, maintenance, and operation of public park and recres 
tional facilities on project lands. The facilities referred to 
in clause (1) of this subsection shall include, but shall not be 
limited to, sanitary facilities, parking areas, boat anchorage 
and launching sites, and access roads to the project area. 

(b) Nothing contained herein shall be construed to au- 
thorize a use of any project area in conflict with the major 
purposes for which the project was authorized. 

(c) In the implementation of the policy set forth in 
section 1, the Secretary of the Army or the Secretary of the 
Interior is authorized to permit the construction, mainte- 
nance, and operation of such additional facilities as may be 
necessary and desirable for the full development of the recre- 
ational potential of any reservoir area, developed as the result 
of any such project, in accordance with the provisions of sec- 
tion 4 of the Act of December 22, 1944, as amended (16 
U.S. C. 460d), and the provisions of such section are hereby 
made expressly applicable to reservoir areas under the con- 
trol of the Department of the Interior. With respect to any 
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such reservoir area under the control of the Department of 
the Interior, any reference in such section to the Chief of 
Engineers or the Secretary of the Army shall be deemed to 
refer to the Secretary of the Interior. 

Src. 6. (a) The second sentence of section 9 (a) of the 
Reclamation Project Act of 1939 (43 U.S. C. 485h (a)) 
amended by striking out “or navigation made under subsec- 
tion (b) of this section”, and inserting in lieu thereof the fol- 
lowing: “navigation, or recreational benefits made under sub- 
section (b) of this section, or as may be otherwise authorized 
by law” 

(b) The first sentence of section 9 (b) of such Act (48 
U.S. C. 485h (b)) is amended by inserting before the period 
a comma and the following: “and to the extent authorized 
by law part of said total estimated cost m: iy be allocated to 
recreational benefits”, 


Mr. Lineweaver. Do you want to elaborate on your low-flow regu- 
lation a little bit ? 

Mr. McBring. I think the section in the omnibus bill is quite clear. 

Mr. LineweaAver. What does it say ? 

Mr. McBrome. I can’t quote it verbatim. Generally it says as a 
nonreimbursable item low-flow benefits should be considered and 
storage made in fluid-control reservoirs. 

I think the background of it can easily be summed up this way: 
Many municipalities and other users below reservoirs have, over a 
period of years, been using water, both from the standpoint of munici- 
pal water supply and for sanitary facilities. A reservoir may be con- 
structed there and in the most critical years, simply by the normal 
operation of that reservoir, those supplies which normally would be 
there, the water that would normally be there would not be there 
because of the reservoir. It has to do with that subject primarily. 

Mr. Dersy. May I read that short paragr aph ? 

Mr. Lixewraver. Yes, read it off, Colonel. 

Mr. Derpy (reading) : 


Sec. 205. In prosecuting plans and projects for navigation, 
flood control and allied purposes heretofore or here: ifter au- 
thorized, storage may be included in any reservoir project to 
be constructed ‘by the Corps of Engineers without reimburse- 
ment, to increase low flows downstream to the extent. war- 
ranted at that time or anticipated to be warranted at that 
time, or anticipated to be warranted during the economic life 
of the project— 


And here is the key to it— 


by widespread, general and nonexclusive benefits from such 
increases in low flow. 

In other words, if you are putting in a big resorvoir at the head of a 
stream that is going to increase that flow and make an appreciable 
difference in it for hundreds of miles downstream so that the benefits 
are as he says “widespread, general and nonexclusive” then there is no 
charge for it. 

That i is the distinction if you are building something that one city 
is going to pay for. 
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Mr. McGuire. While there are some comments on this subject, I 
would like to see if there is an answer to this question: There is a 
statement on a Senate report of 1954 that stated that in the Ohio 

River Basin there was 1,400,000 acre feet of storage that contributed 
low flow benefits to, I think, over 2,000 miles of streams in the Ohio 
River Basin. 

Does that section mean that there would be that. much storage pro- 
vided without reimbursement on all the major rivers in the country ? 

Mr. Dery. Not necessarily. It might or might not. It says when 
you make a study, if they are studying a reservoir on some major 
streams, whether it is a major stream in ‘Texas the Ohio V alley, or in 
Utah—well, I guess you don’t have any major streams there. 

Well, if you find a reservoir where the storage will increase that 
flow over a very considerable mileage, then it would be permissible 
under this, to include that storage as ‘the nonreimbursable item. 

Mr. McGuire. I ean recognize it as a benefit and I think it is un- 
questionably a benefit. The question I have is as to “without reim- 
bursement.” It seems to me that that might be rather broad. 

Mr. McBrine. I think the reason for nonreimbursement was simply 
because of the fact that it would be very difficult to distinguish those 
to whom the benefit accrues. 

Mr. McGumer. Would it follow that if there were recognizable 
beneficiaries of that type of a feature, that they would be assessed the 
cost of it? 

Mr. Dersy. How would you go at it? If you are building a reser- 
voir in Pennsylvania and it is going to increase the flow of Ohio in 
Cincinnati, or opposite Cincinnati in Paducah, are you going to go 
down and pass the hat to those people? They will laugh at you. 

Mr. McGumer. I don’t know. I just know that the “chief of the 
engineers in a report said that there were cases where the beneficiaries 
of low flow could be identified, specific communities and so forth, that 
they should make reimbursement. 

Mr. McBripe. I think the same question could be asked about how 
are they going to collect for land enhancement values? Are you go- 
ing to say to a man that lives down on a river, because he happened to 
live there and you built a dam up there and his land is enhanced, that 
someway or other the Government is going to come in and assess pay- 
ments, whether he is a willing beneficiary or an unwilling beneficiary ? 

How are you going to collect land enhancement values? I think 
the same thing applies here. 

Mr. McGuire. I think, personally, it is a good thing to recognize 
that as benefit because it is a benefit certainly. 

Mr. Grr. Mr. Chairman, to answer Mr. MeGuire’s question, 
Youngstown, Ohio, is such a place where there is a specific indus- 
trial requirement for a large flow of water and negotiations have been 
underway for many years to add storage to the ‘upstream reservoirs 
for that specific purpose, the intention being that they would pay for 
it. 

Mr. McGuire. Mr. Chairman, without prolonging the time, I think 
there have been a number of suggestions made this afternoon that have 
reflected suggestions that were made in this report of the President’s 
Advisory Committee on Water Resource Policy. So that the record 
is complete, I would like to propose that this statement be incorporated 
in the final record. 
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tomorrow. Do you want the whole business in there? 


Mr. McGuire. I will amend that request to make it the major recom- 


mendations. 
Mr. Linewraver. All right. We will be glad to have them. 


The matter referred to is taken from the Report of the Presidential 
Advisory Committee on Water Resources Policy (H. Doc. 315, 84th 


Cong., 2d sess., January 17, 1956) : 


SumMMARY AND Masor RecoMMENDATIONS 


A sound water policy must look toward an adequate supply 
of water for our people, prevent waste, reduce water pollution 
to its lowest practicable level, provide means for the best and 
most effective distribution of water, improve navigation, and 
take steps to check the destructive forces of water which de- 
stroy land, property, and life. There are many different 
problems in different areas. It is neither practicable nor 
desirable to have only Federal responsibility. There is no 
single “national” water problem. 

It is recommended : 

1. Basie data.—That the present program of basic data 
collection (such as rainfall, streamflows, and hydrology) be 
accelerated, and be programed and carried out on a more 
consistent and definite basis (sec. 1). 

2. Planning.—That planning for water resources and re- 
lated developments be conducted on a cooperative basis with 
representatives of all Federal, State, and local agencies 
involved ; and that this joint participation be continuous from 
the beginning in order that plans and projects developed 
assure the best and most effective use and control of water to 
meet both the current and long-range needs of the people of a 
region, State, or locality, and of the Nation as a whole (sec. 2). 

3. Organization.—That an organization plan be adopted 
substantially as follows (secs. 2 and 3): 

(a) The position of Coordinator of Water Resources be 
established to provide Presidential direction to agency co- 
ordination and to establish principles, standards, and pro- 
cedures for planning and development of water resources 
projects. 

(6) An independent Board of Review be created to analyze 
the engineering and economic feasibility of projects and re- 
port to the President through the Coordinator. 

(c) Regional or river basin water resources committees be 
formed with a permanent nonvoting chairman appointed by 
the President and with membership composed of representa- 
tives of all Federal departments and States involved. 

(2) A permanent Federal Interagency Committee, advis- 
ory in character, on Water Resources be established under 
the chairmanship of the Coordinator composed of principal 
policymaking officials of the agencies concerned. 
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4. Water rights.—(a) That the principles which recognize 
water rights as property rights be accepted. That determina- 
tions as to disposition of water recognize such rights. 

(>) That a study be made by the Federal Government in 
collaboration with State and local entities to determine the 
relationships between property rights to water and the social 
and economic development of the ‘Nation and the area, and of 
the principles and criteria which should be. incorporated 
into Federal, State, and local laws regarding rights to the 
appropriation and use of water that would assure its best 
and most effective use and at the same time encourage maxi- 
ae participation by all parties concerned. 

(c) That States enact legislation regarding the ownership 
and right, purpose and place of use of underground water. 

(zd) That formation of interstate compacts where appro- 
priate be encouraged (sec. 4). 

5. Priority of use of water—That no system of relative 
priorities for use of water should be applied uniformly to 
the entire country (sec. 5). 

6. E'valuation—That evaluations of water projects by all 
agencies be on a uniform basis, requiring balanced considera- 
tion of all benefits and costs which can reasonably be meas- 
ured in dollars, as well as consideration of other values not 
ae expressed in monetary terms (sec. 6). 

. Authorization—That each major water resources proj- 
wet be separately authorized by the Congress (sec. 7). 

8. Cost sharing.—(a) That, as a general policy, all inter- 
ests participate in the cost of water resources development 
projects in accordance with the measure of their benefits; 
that the Federal Government assume the cost of that part 
of projects where benefits are national and widespread and 
beneficiaries are not readily identifiable; that power and 
municipal and industrial water users pay the full cost of 
development; that where projects are primarily local, and 
the beneficiaries are cle sarly identifiable, the Federal Gov- 
ernment’s contribution should be limited, with non-Federal 
interests bearing a substantial portion of the construction 
costs of the project as well as the replacement, maintenance, 
and operation costs; and that under certain conditions the 
Federal Government may bear a higher proportion of the 
costs (sec. 8). 

(b) That the Federal Government encourage non-Federal 
assumption of responsibility for construction of water re- 
sources projects by such means as the payment of costs which 
would have been nonreimbursable had the projects been fed- 
erally constructed, and the making or guaranteeing of loans 
to non-Federal interests for certain purposes under proper 
safeguards (sec. 8). 
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Mr. Lineweaver. At this point I will insert in the record a copy 


of Ex 


xecutive Order No. 9384, dated October 4, 1948. 
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Executive Orper 9384 


SuBMIssION OF Reports To Facimrratre Buperrine Activt- 
TIES OF THE FEDERAL GOVERNMENT 


By virtue of the authority vested in me as President of the 
United States, and particularly by the Budget and Account- 
ing Act, 1921, as amended (title 31, U.S. C., sees. 1-24), it is 
hereby ordered as follows: 

1. In order to facilitate budgeting activities, all depart- 
ments and establishments of the executive branch of the Fed- 
eral Government, now or hereafter authorized by law to plan, 
propose, undert take, o ‘aid public works and improvement 
projects financed in Tacs or in part by the Federal Govern- 
ment, shall prepare and keep up to date, by means of at least 
an annual revision, carefully planned and realistic long-range 
programs of such projects (all such programs being “‘herein- 
after referred to as “advance programs’). 

2. (a) Whenever any estimate of appropriation is sub- 

mitted to the Bureau of the Budget (hereinafter referred to 
as the “Bureau”) by such departments and establishments for 
the carrying out of any public works and improvement project 
or projects whether by contract, force account, Government 
plant and hired labor, or other similar procedure, or for the 
financing of any such project or projects whether by grants- 
in-aid, loans, or other forms of financial assistance, or for 
examinations, surveys, investigations, plans and _ specifica- 
tions, or other planning activities, whether preliminary or de- 
tailed, for any such project or projects (all such survey and 
planning activities being hereinafter referred to as “plan 
preparation”), the advance program or programs relating to 
the proposed work or expenditure shall be submitted to the 
Bureau as an integral part of the justification of the estimates 
presented. 

(6) All such departments and establishments shall submit 
to the Bureau at the earliest possible date inane ites of such 
supplemental appropriations for the fiscal years 1944 and 1945 
as are necessary to provide plan preparation for those public 
works and improvement projects proposed for undertaking 
during the first 3 years of their advanced programs. There- 
after, in order that plans for these public works and improve- 
ment projects will always be available in advance, all such 
departments and establishments shall prepare and submit to 
the Bureau during each fiscal year estimates of such appro- 
priations as may be necessary to provide plan preparation 
for those projects proposed for undertaking during the suc- 
ceeding 3 fiscal years of their advance programs. All such 
estimates shall be accompanied by recommendations as to the 
additional legislation, or amandments to existing legislation, 
that may be necessary to bring projects in their advance pro- 
grams to an appropriate state of readiness for prompt under- 

taking when and where needed. 
The Director of the Bureau upon the basis of the esti- 
mates and advance programs submitted in accordance with 
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the provisions of paragraph 2 of this order, shall report to 
the President from time to time, but not less than once a year, 
consolidated estimates and advance programs in the form of 
an overall advance program for the executive branch of the 
(sovernment. 

4. Before any department or establishment shall submit to 
the Congress, or to any committee or member thereof, a report 
relating to, or affecting in whole or in part, its advance 
programs, or the public works and improvement projects 
comprising such programs, or the results of any plan 
preparation for such programs or projects, such report shall 
be submitted to the Bureau for advice as to its relationship 
to the program of the President. When such report is there- 
after submitted to the Congress, or to any committee or 
member thereof, it shall inelude a statement of the advice 
rec ae from the Bureau. 

The data and reports required by this order, and such 
otlier data, reports, and information as may from time to time 
be requested by the Bureau concerning advance programs: or 
the status of any public works and improvement projects in- 
cluded therein, or the results or status of any plan prepars 
tion for such programs or projects, shall be submitted to the 

Sureau in such form and manner as the Director of the 
Bureau shall prescribe. The Director of the Bureau shall 
from time to time issue such regulations as he deems neces- 
sary to effectuate this order, and his determinations with 
respect to the scope and application of this order shall be con- 
trolling. 

The term “departments and establishments” as used in 
this Executive order shall be deemed to include any executive 
department, independent commission, board, bureau, office, 
agency, regulatory commission or board, Government-owned 
or controlled corporation, or other establishment of the Gov- 
ernment, and the municipal government of the District of 
Columbia, but shall not include the legislative or judicial 
branches of the Government. 

7. Executive Order No. 8455, dated June 26, 1940, is hereby 
revoked. 

FRANKLIN D. RoOoseveEtt. 
Tue Wartre Houser, 
October 4, 1943. 


Mr. Linewekaver. Is there anything further ¢ 
If not, we stand in recess. 
(Sereeanentsy' the following memorandum was received from Col. 


H. C. ¢ 


ree, of West Palm Beach:) 


Drarr ror INFORMATION OF SENATE COMMITTEES ON INTERIOR 
AND INsuLAR AFFAIRS, AND Pusitic Works 


SENATE RESOLUTION 281. WATER RESOURCES POLICY 


In the interest of promoting rapid development of the 
Nation’s water resources by the construction of essential proj- 
ects which are economically justified and responsive to the 
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needs of the various river basins and regions, the Congress 
of the United States adopts this statement of policy. It is 
the intent of Congress that the principles set forth herein 
shall serve as a guide to the executive agencies of Government 
responsible for engineering investigation, economic analysis, 
and reports on water-resources projects in order that Congress 
may receive full information on which to base authorizations 
of projects and subsequent appropriation of funds for their 
construction, operation, and maintenance. 

This policy statement is intended to clarify the intent of 
Congress on various controversial issues which have been 
raised during the last 3 or 4 years by the Hoover Commis- 
sion, the Bureau of the Budget, the President’s Advisory 
Committee on Water Resources, and the hearings on Senate 
Resolution 281. Liberal interpretation of this policy state- 
ment by the responsible executive agencies will expedite the 
Nation’s water-resources program. Nothing contained in 
this statement is intended to delay the program. It is the 
desire of Congress that a speedup of the water-resources pro- 
gram be accomplished before the citizens of large areas of the 
country find themselves in a “too little and too late” situation 
with respect to water and its many beneficial uses. 


AUTHORIZATION PROCEDURES 


Authority to investigate needed water-resources projects 
originates with Congress. Such authority is granted 
romptly upon a showing of need by local interests affected 
on the proposed project through their representatives in 
ongress. 

Authorization of projects and the funds needed for con- 
struction is a responsibility of Congress. Such authoriza- 
tion follows consideration of full information on projects 
which have been investigated at the direction of Congress. 
Government and local witnesses are heard during hearings 
on authorization in order that full information may be de- 
veloped on the need for a particular project, its economic 
justification, proposed method of financing, and the require- 
ments of local cooperation which should be met by local 
interests. 

Authorized projects may be modified as required to meet 
changing situations in the project area. Such modifications 
are considered to be within the authority of the responsible 
executive agency head unless a major purpose of the project 
is altered, added, or eliminated by such modification. It is 
desired that the executive agencies interpret liberally their 
authority to modify authorized water-resource projects when- 
ever such modification is required to make the project more 
responsive to the needs of the affected area. Agency heads 
will keep the appropriate committees of Congress informed 
concerning project modifications. 

Authorization of small projects is provided for in various 
acts already passed by Congress. It is desired that this dele- 
gated authority with respect to initiation of small projects be 
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utilized aggressively by the agencies to the end that such 
projects can be investigated and constructed promptly and 
effectively. 

GENERAL PRINCIPLES 


The following subparagraphs contain statements outlining 
the basic principles which Congress desires be followed by the 
executive agencies in planning and constructing the projects 
in all phases of the national water-resources development 
program. 

1. The Federal Government shall continue to recognize 
as paramount the water laws of the several States. Also, in 
areas where interstate compacts relative to conservation and 
utilization of water and other natural resources have been 
negotiated and ratified by the affected States and the Con- 
gress, the provisions of such compacts shall be recognized. 
No water-storage reservoir will be constructed without the 
consent of the State or States in which the project is located. 

2. The traditional policy of free use of the Nation’s water- 
ways as public highways shall be continued. 

3. Whenever a State, political subdivision of a State, or any 
public agency acquires the right to the use of water from a 
Federal-owned reservoir and pays or contracts to pay there- 
for, an amount estimated to be equivalent to the cost of pro- 
viding the allocated storage space in the reservoir, the rights 
to such water use shall be permanent. 

4. The Federal Government will not withhold financial 
aid which otherwise would be given to a local public body 
for development of a project for municipal or industrial 
water supply merely on the assumption that if the project is 
economically sound it can be readily financed by private 
capital. 

5. The theoretical economic life of water-resources proj- 
ects shall be assumed to be 50 years unless, as is often the case 
with reclamation projects, an additional 10-year develop- 
ment period is deemed appropriate or unless a longer con- 
tract period for repayment agreements with local interests 
is recommended by the head of the responsible agency. Con- 
gress will consider all pertinent factors in authorizing irriga- 
tion projects and will establish such periods as may be re- 
quired for repayment agreements between water users and 
the Federal Government. 

6. Where interest is charged on unpaid balance of cost of 
a project, the interest rate shall be determined by the Secre- 
tary of the Treasury as of the beginning of the fiscal year in 
which construction is initiated on the basis of the computed 
average interest rate payable by the Treasury upon its out- 
standing marketable public obligations which are neither due 
nor callable for redemption for 15 years from date of issue. 
Interest rates computed for that portion of cost borne by 
local interests shall be based upon the actual borrowing expe- 
rience of local interests within the project area. 

7. The Federal reclamation program in the 17 Western 
States has progressed to its present state of development 
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with costs allocated to irrigation being repaid by the water 
users without interest. This principle has been enunciated 
by Congress from time to time in Federal irrigation law and 
will continue to be applied to the reclamation program. Like- 
wise, the principle of granting subsidies to irrigation proj- 
ects by the use of the “basin account” principle wherein 
power revenues are utilized to reimburse those costs found to 
be beyond the ability of the water users to repay shall con- 
tinue to be a feature of the reclamation program. 

8. It is the desire of Congress that all agencies having 
responsibility in the Federal water-resources program co- 
operate in the collection, compilation, and dissemination of 
basic data on hydrology. These data, though collected by 
various agencies shall be compiled and published by the 
United States Geological Survey. The cost of publication 
of such information may be financed by direct appropriation 
or by transfer of funds from affected Federal agencies or by 
a combination of both methods. 

9. When Congress authorizes a project involving financial 
participation by local interests, and such project is initiated 
with the result that local interests expend money, time, and 
effort in complying with the requirements of local coopera- 
tion, it is the desire of Congress that such Federal-local 
project be completed in its entirety within a reasonable period 
of time. 

10. Congress endorses the partnership principle as applied 
to financing water-resource projects. This principle should 
be extended in its application to the small projects constructed 
by local interests where some Federal financial participation 
is justified by the character of benefits produced by the proj- 
ect works. Local initiative should be encouraged by extend- 
ing Federal financial participation to projects recently con- 
structed or already under construction by local interests. 


SCOPE OF PROJECT ANALYSIS 


To assist the agencies in project analysis and to establish 
uniformity of handling projects of similar scope, the follow- 
ing listed principles will be followed by all agencies submit- 
ting reports to Congress on water-resource projects. 

1. Engineering investigation of projects prior to submis- 
sion of reports to Congress shall be of scope sufficient to pro- 
— cost estimates which are accurate within 15 percent. 

2. All direct benefits shall be evaluated and utilized in com- 
puting benefit-to-cost ratios. The benefit-cost ratio is not the 
only measure of the desirability and soundness of a project. 
Tt is only one of many factors which are considered by 
Congress. 

3. Indirect benefits and benefits of a social character shall 
also be reported for consideration by Congress. 

4. The “taxes foregone” theory wherein ‘taxes lost by States 
and political subdivisions thereof are subtracted from project 
benefits will not be used in water-resource-project analysis. 
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5. The fair market value of land required for rights-of-way 

rather than loss of income system shall be used in computing 
project cost. Similarly, benefits of land enhancement shall 
be estimated on the basis of increase in fair market value of 
the land in question rather than on increase in net annual 
earnings of such land. 

6. Basinwide and projectwide economic analysis is desired: 
Computation of benefit-to-cost ratios for individual items of 
an overall project or for lesser included groups of works is 
Pn and will be discontinued by all agencies, 

Local interests will be required to cooperate in flood- 
control projects except major reservoir projects by perform- 
ing the following listed functions: 

(a) Furnish rights of way. 

(6) Complete relocations or modifications of all utili- 
ties, roads and streets, bridges and private improve- 
ments as required to furnish a clear and unobstructed 
right-of-way to the Federal Government. 

(ce) Hold and save the United States harmless against 
damage arising from the construction or operation of 
the works when local interests are afforded an oppor- 
tunity to review the plans of the constructing agency 
before construction. 

(7) Maintain and operate the works or systems of 
works after completion by the Federal construction 
agency. 

8. Reports to Congress shall include Federal, State and 
local costs including the costs of any essential facilities which 
must be constructed by local interests to permit full realiza- 
tion of the benefits for which the Federal project is to be 
constructed. 

9. Flood-control benefits including land enhancement shall 
be nonreimbursable. 

10. Cost sharing involving payment in works, services or 
money above and “beyond the basic 1 requirements in 7 above 
will be determined on a uniform basis throughout the United 
States for projects of similar character. 

It is desired that all agencies use the same standards for 
evaluating benefits. The interagency committees have made 
substantial progress in bringing ‘about uniformity of practice 
among the affec ted agencies. In allocating costs between the 
several functions of a multipurpose project the allocation 
will be made by at least two of the accepted methods recom- 
mended by the interagency committee. The preferred 
method of cost allocation is the ‘ ‘separable cost remaining 
benefits” method. This will be one of the two methods em- 
ployed. 

12. Each report submitted to the Congress by an executive 
agency will include the agency’s rec ommendations concerning 
the optimum schedule to ) be followed in appropriating plan- 
ning and construction funds for most efficient design and 
construction of the recommended project. 
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13. Multiple-purpose reservoir projects shall be planned 
to develop sufficient capacity to meet the future maximum re- 
quirements of all foreseeable purposes for which the project 
is being considered. Such purposes will include domestic 
and industrial water supply and conservation storage for 
building up minimum streamflow. Design of the reservoirs 
will include provision to meet such maximum future require- 
ments even though firm customers for the water have not 
been assured at the time of reporting the project to Congress. 


(Whereupon the conference on the above-entitled matter was ad- 
journed at 4:15 p. m., subject to call.) 


(The following communication was received from the Chamber of 
Commerce of the United States :) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., February 27, 1957. 
Hon. James E. Murray, 
The United States Senate, 
Washington, D.C. 

Dear Senator Murray: The Chamber of Commerce of the United 
States sponsored a national water policy conference at St. Louis in 
January 1956. Subsequently, we held three meetings with representa- 
tives of five other national organizations interested in the problems 
of water resources policy. 

As a result of this study, the six organizations agreed on a joint 
statement of their views which was incorporated in individual letters 
to President Eisenhower. A copy of the letter signed by John S. 
Coleman, president of the national chamber, is enclosed. 

It is our hope that your committee will also support the President 
in working for a national water policy. 

Cordially yours, 
CLARENCE R. Mixes. 


CHAMBER OF COMMERCE OF THE UNITED STATEs, 
Washington, D. C., February 25, 1957. 
THE PRESIDENT, 
The White House, Washington, D.C. 

Dear Mr. Prestipent: The Chamber of Commerce of the United 
States believes that a national water resources policy is imperative to 
the sound economic growth and security of the United States. We 
share this view with five other leading natural resources organiza- 
tions, as follows: American Farm Bureau Federation, Engineers 
Joint Council, National Reclamation Association, National Rivers 
and Harbors Congress, and National Water Conservation Conference. 

These organizations agree that the job of “making the best uses of 
water, rapidly becoming our most precious natural resource,” is a 
responsibility shared by all of us, including governments at Federal, 
State, and local levels and all other groups dedicated to sound land 
and water development. The orderly use and conservation of our 
water resources will assure the ascending standard of living that is 
within the reach of the material and human resources of the Nation. 

A committee representing these six organizations has given careful 
and extended study to the report of your Cabinet Committee on Water 
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Resources Policy. As a result of this study, the chamber of commerce 
individually, as well as the group collectively, supports the principles 
and objectives of that report and concurs in a majority of its conclu- 
sions. We especially concur in the following recommendations: 

1. That the present program of basic data collection be accelerated 
and put on a more consistent and definite basis. 

2. That planning be conducted on a cooperative basis with rep- 
resentatives of all Federal, State, and local agencies involved. 

3. That a reorganization be adopted to include: Regional or river- 
basin committees, to serve in advisory rather than operating capaci- 
ties; and a permanent Federal Inter-Agency Committee, to serve as 
the medium for coordinating the interrelated functions of Federal 
Agencies. (Most of the six organizations, including the chamber of 
commerce, also concur in a recommendation for an independent board 
of review, established by Congress, to serve both the Congress and the 
President as an impartial economic-engineering consultant on the 
feasibility of Federal projects.) 

4. That the principles which recognize water rights as property 
rights be accepted. (Any study of the relationships between property 
rights to water and the social and economic development, and of the 
principles and criteria to be incorporated in law regarding such rights, 
as proposed in the Cabinet Committee report, should be conducted by 
a group composed of Federal and State representatives plus local 
interests including private industry.) 

5. That no system of relative priorities for use of water be applied 
uniformly to the entire country. 

6. That evaluations of water projects by all agencies be on a uniform 
basis. 

7. That each major water resource project be separately authorized 
by Congress. 

8. That, as a general policy, all interests participate in the cost of 
water resources development projects in accordance with the measure 
of their benefits. 

We therefore offer our assistance in the formation of public opinion 
in support of legislation to carry out these recommendations. 

Finally, Mr. President, we are heartily gratified by what we under- 
stand to be your intention to throw the full weight of your office 
behind a program to establish a sound national water policy. 

Respectfully, 


Joun S. Coteman, President. 
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